


RECIPES FOR FEWER PANICS 


DOLLARS—HARD, SOFT AND EURO 
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NEW DISCIPLINES FOR STATE BOARDS 


SOUTH AFRICA FACES ITS CRISIS 


NEW ZEALAND BACK IN THE RED 
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HASTINGS ana THANET 


BUILDING SOCIETY 


Registered Office: 
99 Baker Street, London, W.1. 
Telephone: WELbeck 0028 


Administrative Centre 
THRIFT HOUSE, COLLINGTON AVENUE, 
BEXHILL-ON-SEA 
Telephone: BEXHILL 4580 


Established 112 years -° Assets £40,000,000 - House Purchase and 
Investment Facilities * Deposits are Trustee Investments 
Member of the Building Societies Association 
Branches and Agencies throughout the Country 

















CROSSROADS 


LAT. 32° N. — LONG. 65° W. 


Bermuda in its unique geographical position at 
the crossroads of the Atlantic can form a useful 
link in the business activities between America 
and Europe—Canada and the West Indies. 
Our Trustee Department offers a full range of 
Trust services and enjoys correspondence with 
leading financial institutions in Great Britain 
and throughout the Commonwealth. 

May we send you details of some of the 
advantages of planning your affairs with 
Bermuda in mind. 


THE BANK OF 


N. “T. BUTTERFIELD & SON 


LIMITED 
Bermuda’: Oldest Bank 
HAMILTON & ST. GEORGE'S IN BERMUDA 
“Over a Century of Service” 
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Made of 


aluminium 


...or aluminum ? 


The difference may beslight ... but even small dis- 
tinctions in language and incustoms can assume 
importance, when people in Great Britain do 
business with people in the United States. 

The Chase Manhattan Bank, with the largest 
network of correspondent banks in the U:S.., 
naturally has close familiarity with American 
trade practices and usages— and with the ways in 
which they differ among the fifty states. And 
after more than seventy years in London, too, 
The Chase Manhattan is equally familiar with 
British ways. This understanding of customs 
on both sides of the Atlantic can be very useful 
to you in your dealings with the States. 

Indeed, The Chase Manhattan can be of 
service to ycu almost anywhere you do business. 
Its network of more than 51,000 correspondent 
banks, branches and representatives’ offices all 
over the globe can provide you with every type 
of modern banking service, promptly, effici- 
ently, and on a personal, localized basis. 

When you do business anywhere abroad... 
it will help to talk with the people at The Chase 
Manhattan, in either of the London Branches. 


THE CHASE = 
MANHATTAN “@& 
BANK 


Incorporated with Limited Liability under the laws of the State of New York 


London : 6 Lombard Street, E.C.3 * 46 Berkeley Square, W.|!. 
The Chase Manhattan Executor & Trustee Corporation Ltd. 
6 Lombard Street, E.C.3 


OVERSEAS BRANCHES: London, England - Paris, France 
Frankfurt/Main, Germany - Beirut, Lebanon - Tokyo * Osaka, 
Japan - San Juan - Santurce - Rio Piedras - Bayamon, 
Puerto Rico - Panama * Colon’ David - Chitre, Republic of Panama 
Balboa, Canal Zone - Charlotte Amalie - Christiansted 
Frederiksted - Cruz Bay, Virgin Islands - Nassau, Bahamas 
Lagos, Nigeria 

The Chase Manhattan Bank (South Africa) Ltd.: Johannesburg, 
Cape Town, Union of South Africa 

Offices of Representatives: International Airport, Idlewild, N.Y. 
Washington, D.C. - Bombay, India - Buenos Aires, Argentina 
Caracas, Venezuela - Mexico, D.F., Mexico - Rio de Janeiro, 
Brazil - Rome, Italy 








SOCIETE GENERALE 
Founded 1864 


One of the leading French Banks 


| 

| 

| All banking transactions 

) CORRESPONDENTS IN ALL PARTS OF THE WORLD 
' 

| 


London Office 
105 OLD BROAD STREET, E.C.2 


Telegrams: SOCIETE, LONDON, TELEX 
( ; Telephones: LONDON WALL 5212 & 6382 
' Telex: 2-2786 

Foreign Exchange Dept.: 2-3432 

| 
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THE BANK UNDERTAKES BANKING BUSINESS OF EVERY 
DESCRIPTION AND ESPECIALLY OFFERS FACILITIES FOR 
|| TRANSACTIONS WITH ISRAEL AND ALL OTHER COUNTRIES 


BOW BELLS HOUSE, BREAD STREET, CHEAPSIDE, E.C.4 
Telephone: CITy 7712 : Telex: 25492 


Affiliated to 


Bank Leumi le sacl GM 


THE OLDEST AND LARGEST BANK IN ISRAEL 
WITH OVER ONE HUNDRED AND TWENTY-FIVE BRANCHES THROUGHOUT THE COUNTRY 


Head Office: Tel-Aviv 


| Its Trust Company is prepared to undertake the safeguarding of the interests of 
| foreign investors 
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For all Banking Transactions with the Middle East 


INTRA BANK, S.A. 


Authorised Capital L.L. 30,000,000 


Head Office: Beirut, Lebanon, P.O. Box 1524, Telephone 21010 
Telegraphic Address: “INTRABANK”’ for all Branches but “BANKINTRA”’ for London Branch 
BRANCHES: 

Lebanon: Beirut, Ras Beirut, Beirut Airport, Beirut Lazarieh, 
Beirut Bourj Hammoud, Tripoli 

Syria (U.A.R.): Damascus, Aleppo, Latakia 

Iraq: Baghdad, Samawal Street and Southgate Branches 

Jordan: Amman, Jerusalem, Hebron 

United Kingdom: London, S.W.1, Piccadilly House, 33-37 Regent St. 

Qatar: Doha 

France: Paris 

AFFILIATED COMPANIES: 

Switzerland: Banque Intra, S.A., Geneve 

Lebanon: Arab Real Estate Bank, S.A.—Beirut 

ASSOCIATED COMPANIES: 

Syria (U.A.R.): Arab World Bank — Damascus, Homs, Aleppo 

Nigeria: Bank of the North Ltd. — Kano, Kaduna, Lagos, Jos 

Liberia: Commercial Bank of Liberia, Monrovia 


CORRESPONDENTS THROUGHOUT THE WORLD 
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49 BRANCHES IN TURKEY 


Equipped to assist prospective foreign investors in Turkey 
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5 ESTABLISHED 1946 : 
a AUTHORIZED CAPITAL: £T.20,000,000 - 
o All Banking B 
: . Head Office: Bahcekapi, Istanbul = 
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The MUSLIM COMMERCIAL BANK 


LIMITED 


(ESTABLISHED 1948) 
HEAD OFFICE: Chairman: 


KARACHI A. W. ADAMJEE, Esq. 
50 BRANCHES THROUGHOUT EAST AND WEST PAKISTAN 


The Bank is fully equipped to advise on and deal with all transactions relating 
to the trade and industry of Pakistan and would welcome enquiries from those 
interested in establishing business relations. 


LONDON AGENTS_~ - WESTMINSTER BANK LIMITED 

























ALEXANDERS DISCOUNT COMPANY 
24 LOMBARD STREET, LONDON, E.C3. 
CAPITAL PAID UP - . £2,600,000 


RESEMVEOD ~= 2 os 6 RRS 
£4,867,370 








DIRECTORS: 
SIR ERIC GORE BROWNE, D.S.O., O.B.E., T.D. (CHarrMaAN) 
JOHN PATRICK RIVERSDALE GLYN (Deputy Cuarrman) 
THE Rr. Hon. LORD BALFOUR OF BURLEIGH, D.L. 
MARK DINELEY 
SEYMOUR JOHN LOUIS EGERTON 
DANIEL MEINERTZHAGEN 
ALAN RUSSELL 





MANAGER: 
CHARLES CLINTON DAWKINS 
Deputy Manacer: IVAN W. K. SMITH, E.R.D. 
ASSISTANT Manacers: P. N. THWAITES, M. H. A. MARTIN 
SECRETARY: F. W. HATCHER 





BANK AND FIRST CLASS TRADE BILLS DISCOUNTED 
MONEY RECEIVED ON DEPOSIT. 











CONFIDENTIAL DOCUMENTS 
DESTROYED WITHOUT 













Assets over 
£90,000,000 
Reserves exceed 


DEPOSITS HAVE 
TRUSTEE STATUS with 


investments 


Contact Mr. Roger at: 


PAPER FIBRE SUPPLIES LID 


ELEY’S ESTATE, ANGEL ROAD, EDMONTON, LONDON, N.18 
Telephone: EDMonton 3799, 7824 & 7897 


As merchants we collect waste- 
paper of all kinds but specialise 
in the destruction of confidential 
documents and operate a daisy 
collection service. 








Contractors to 
Her Majesty’s Stationery Office 
BUILDING SOCIETY CE OF Tee 
Member of The Building Societies Association 
Over 500 Branches gnd Agencies throughout the British Isles KA 4 B A N K 
Head Offices BRADFORD Market Street Tel: 29791 
LEEDS Albion Street Tel: 29731 GROUP OF COMPANIES 
London Office Astor House Aldwych W.C.2. Branches at Higginshaw, Portsmouth, Edmonton, Deptford 


Tel: HOLborn 3681 























Parliament Square, London—1i0 minutes from Bank of America 


Man-on-the-spot...in London. Need a quick credit check in 
Mayfair? He’ll be on his way before Big Ben strikes the hour. Market 


reports from Brazil? See our man in Rio. in California, across the U.S.A., 
around the world, BANK OF AMERICA can provide you with first- 
hand banking assistance —save you time, effort and money. If you need 


the services of a man-on-the-spot, see Bank of America —first in banking. 





BANK OF AMERICA NATIONAL TRUST & SAVINGS ASSOCIATION (Member Federal! Deposit Insurance Corporation) — SAN FRANCISCO, LOS ANGELES: 
OVERSEAS BRANCHES: London ® Manila * Tokyo * Yokohama ® Kobe ® Osaka ® Bangkok © Guam ® Okinawa ® Lagos © Buenos Aires; REPRESENTATIVE OFFICES: NewYork ® Washington, D.C. 
Chicago ® Mexico City * Rio de Janeiro © Buenos Aires * Milan ® Zurich © Paris © Beirut ® Duesseldort © New Delhi'® Tokyo; BANK’ OF AMERICA (international) — a subsidiary: New York 
Guatemala City © Paris © Duesseldorf © Hong Kong ® Singapore ® Kuala Lumpur ® Beirut; BANCA D’AMERICA E D'ITALIA: over 70 offices throughout Italy; CORRESPONDENTS WORLD-WIDE 


London Branch, 27/29 Walbrook, E.C.4 * West End Branch, 29 Davies St., London 


© Bank of America. N.T.&S.A., 196) 















HENRY 
ANSBACHER 


AND COMPANY 
117 BISHOPSGATE LONDON EC2 


Telephone AVENUE 1030 Telex LONDON 28521 


BANKERS 


ACCEPTANCE CREDITS 
IMPORT—EXPORT FINANCE 
FOREIGN EXCHANGE 
INVESTMENT 
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CREDIT DU NORD 


Established in 1848 
LILLE PARIS 
CORRESPONDENTS ALL OVER THE WORLD 


Affiliated Banks: Crédit du Nord Belge—Brussels, Belgium 
Banque Fonciére du Maroc—Casablanca, Morocco 
British and Continental Banking Company—London 
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BROWN, SHIPLEY & CO. LIMITED 


FOUNDED i810 


MERCHANT BANKERS 
All Banking and Trustee Services 
Capital Issues and Investment Management 


Founders Court, Lothbury, London, E.C.2 


Telephone No. MONarch 9833 
Telex. For. Ex. 28623 General 28605 























every time 


THE BIC CRYSTAL IS REPLACING 
THE PENCIL IN MORE AND 
MORE BANKS 






Every Bic Crystal writes first time every time—the instant 
the point touches paper. No point to sharpen, nothing to 
wear down and no wasted stub. This means consider- 
able savings — especially when ordering in bulk. The Bic 
Crystal is rapidly replacing the pencil in offices, banks 
and government departments. Here are just some of the 


reasons why: 
Wo = OSL” 
7 NZ 


® No lead to break ® No point to wear down 
No wasted stubs No messy sharpening 
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BIC 
CRYSTAL 


The world’s best- 
selling bali point 





RETAIL PRICE 1/- OR’ 
SPECIAL BULK RATES 





For full details contact 
your local supplier or 


BIRO SWAN LIMITED, 
Swan House, Whitby Ave., 
Park Royal, London, N.W.10 
ELGar 4060 











REGD. TRADE MARK 
























BANQUE 6 ae 


POUR LE COMMERCE ET L’INDUSTRIE 
HEAD OFFICE: 2/16 BD DES ITALIENS, PARIS (IX°*) 


The BANQUE NATIONALE POUR LE COMMERCE 

ET L’INDUSTRIE and its affiliates have 1,300 branches 

in Metropolitan France, the Overseas Territories of the 

French Community and Foreign Countries. All banking 

business transacted including the issue and negotiation 
of travellers’ cheques. 




















BRITISH AND FRENCH BANK 


LIMITED 
Capital Authorised and Fully Paid £1,000,000 
General Reserve £200,000 
LONDON 


IMRIE HOUSE, 33/36 KING WILLIAM STREET, E.C.4 
TELEPHONE : MANSION HOUSE 5678 


NIGERIA 


BRANCHES AT LAGOS (2), APAPA, EBUTE METTA, 
IKEJA (Industrial Estate), IBADAN, KADUNA, KANO, 
PORT HARCOURT 


Affiliate of 
BANQUE NATIONALE POUR LE COMMERCE ET L’INDUSTRIE, PARIS 





Branches and Affiliates of this Group are also established throughout 


FRANCE, the Overseas Territories of the FRENCH COMMUNITY and in 
COLOMBIA » URUGUAY, MEXICO, PANAMA, LEBANON, SYRIA, 
HONG KONG, CAMBODIA, SOUTH VIETNAM and SWITZERLAND 


We invite your enquiries in connection with your business with these territories 
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Hambros Bank 


LIMITED 


Merchant Bankers 


ESTABLISHED 1839 





Acceptance Credits - Investment * Bullion Dealing 
Commodity Markets - Foreign Exchange 


HEAD OFFICE: 41 Bishopsgate, London, E.C.2 
WEST END BRANCH: 67 Pall Mall, London, S.W.1 
HOLBORN BRANCH: 1 Charterhouse Street, London, E.C.1 























Leading companies all over the world 


trust in our services 


FRANKFURTER BANK 














STOCKHOLMS ENSKILDA BANK 


ESTABLISHED 1856 


TELEGRAPHIC ADDRESS: NITTON — TELEX: 1100 


TELEPHONES: 22 1940 MANAGEMENT 221900 — POSTAL ADDRESS: STOCKHOLM 16 











For every Banking 
Facility in 
BURMA 


contact 





The STATE COMMERCIAL BANK 


(Incorporated under the State Commercial 
Bank Act, 1954) 


Established August, 1954 
THE LARGEST COMMERCIAL BANK 
IN BURMA 
Head Office 
80-86 BARR STREET, RANGOON 
Branches throughout Burma 
Correspondents throughout the World 

















PROVIDES COMPLETE | 
WORLDWIDE BANKING SERVICE 


The 





147 Branches throughout Japan including Kobe, 
Oseke, Nagoyo, Yokohama and Tokyo. 


Head Office : ; 
56 Naniwa-cho, Ikuta-ku, Kobe, Japan. 

London Representative Office : 
4 Angel Court, Throgmorton St., 
London, E.C. 2, England. 


New York Representative Office: 
42 Broadway, New York 4, N.Y., U.S.A. 























Samuel Montagu 
& Co Ltd 


Merchant Bankers 
Established 1853 


114 OLD BROAD STREET 
LONDON EC2 





Subsidiary Company 


Hart Son & Company Limited 


AUSTIN FRIARS: LONDON ECe2 





Associated Company 
Guyerzeller Zurmont Bank A.G. 


BORSENSTRASSE 16° ZURICH 
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A POLICY OFNS* 


The Accounts and Report of Lombard Banking Limited for the year ended 
December 31, 1960, were published recently and the following is an extract from 
the statement by the Chairman, Mr. E. G. Spater, F.C.LI. 


PARENT BANK 

I am able to report that Lombard Banking has had another very successful 
year and the services that we offer in connection with the Bank are expanding 
on prudent and conservative lines. 

In March, 1960, the Share Capital of the Parent Bank was increased by a 
Rights Issue to Ordinary Shareholders, as it was the opinion of the Board 
that the Group’s requirements would continue to expand at the same rate as 
in the previous year. Subsequently, came the re-introduction of the Credit 
Squeeze and Hire-Purchase Controls, which deferred the early prospect of the 
expansion for which permanent capital provision had been made. 

Despite the major variations in the economy that affected our Group, the 
Profit for the year has justified the Dividend forecast made by the Board at 
the time of the Rights Issue. 


TRADING CONDITIONS 


All Finance Houses experienced a difficult period in 1960, when Hire- 
Purchase Controls were suddenly re-imposed following an eighteen-month 
period of complete freedom. As 1960 progressed it became clear that the 
difficulties that arose resulted not from the re-imposition of controls in April, 
but from their abandonment in October, 1958. During this period the com- 
petition that prevailed between companies led to acceptance of business on 
abnormal terms. The harm done to Finance Houses by the Government’s 
use of Hire-Purchase Controls to regulate the national economy is now all 
too apparent. 

The two rises in Bank Rate during 1960 increased the cost of borrowings 
to our Subsidiaries in the British Isles by more than £450,000. 

Provisions for doubtful debtors for 1960 are greater than in previous years, 
but your Board has always adopted a most conservative policy to ensure 
adequate provisions and I believe the Group enters the current financial year 
Stronger and better equipped than at any previous time in our history. 


CONSOLIDATION 

During 1960 we initiated a policy of Consolidation and integrated some of 
the Subsidiaries hitherto independently operated. Lombank Scotland and 
Equity Credit Company were absorbed by Lombank late in 1960. The 
greater administrative efficiency and overall profitability arising from this 
policy may not be wholly reflected during 1961, but will ensure the increasing 
profitability of the Group’s operations in future years. 


SHARE CAPITAL AND RESERVES 

Of special interest to the Bank’s Deposit Account customers is the very 
substantial increase in the Issued Share Capital and Reserves of the Group 
which are now £13,188,636 (£8,272,133). 


PROFITS 

A Trading Profit for the year 1960 of £1,742,891 (£2,380,918) was achieved, 
and the Net Profit before Tax was £1,178,037 (£1,888,963), leaving a Con- 
solidated Net Profit for the year after Tax of £602,396 (£915,825). 
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BANKING 














FNSOLIDATION 


DIVIDEND 

Your Board recommend a Final Dividend of 94% (less Tax) which together 
with the Interim Dividend of 94% makes a total of 19% for the year on the 
Ordinary Share Capital as increased by the Rights Issue in March, 1960. 


THE FUTURE 

The easement of the Hire-Purchase Controls in January, 1961, is having a 
marked effect on profitability and I am very pleased to report that all our 
Hire-Purchase Subsidiaries are now enjoying an ever increasing flow of 
excellent New Business. 

It is the Board’s decision to continue the Policy of Consolidation and 
integration wherever appropriate and possible during 1961. 

Our network of Branches was established throughout the British Isles some 
years ago so that the substantial cost of achieving national coverage is now 
behind us. During 1961 we shall merge some small Offices with larger 
Regional Branches, with consequent considerable economies. 

All the foregoing gives cause for great confidence in the continued success 
and prosperity of the Lombard Banking Group. 


SUBSIDIARY COMPANIES OVERSEAS 


Lombard Australia, our largest Overseas Subsidiary, has had a successful 
year and materially contributed to the profitability of the Group. Lombard 
Australia doubled trading profits in 1960. 

Our New Zealand interests have made a substantial contribution to the 
Group profits for the year and improving conditions augur well for the future. 

Lombank Canada commenced operations in April, 1960. To date eleven 
Branches have been established in the Provinces of Ontario and Quebec. 

A 70% holding in Banque Orca S.A., Geneva, Switzerland, acquired in 
June, 1960, represents our first direct investment in Europe, and has already 
contributed to Group profits. 

Our interests in Cyprus, Lebanon and Ceylon are developing satisfactorily 
and the conservative policy we are pursuing will be reflected in profits during 
the coming years. 

Subsidiaries in Singapore and Malaya made an excellent addition to the 
profits of the Group. Current policy is to accept business only on the most 
conservative basis. 

Within a comparatively short time of our entry into Africa the whole 
political atmosphere changed. In these conditions your Board felt that our 
investment in Africa should be reviewed and decided with considerable reluct- 
ance that we should direct our Staff there to reduce New Business drastically. 
This policy will continue. 


DIRECTORATE AND STAFF 


I know it will be the wish of the Board and Members that I congratulate 
our colleague, Mr. David E. C. Hawkins, on his appointment as a Director 
of the Bank. Mr- Hawkins joined us in 1953 as Assistant Secretary. The 
Lombank Board was increased by the appointment of Messrs. James Halley 
and Norman S. Fosh, Head Office Executives; and two Area Managers, Messrs. 
Victor L. Cannock and Ronald S. Gray, to all of whom we offer our con- 
gratulations. I cannot conclude without reference to our Management and 
Staff throughout the world. I can confidently say to them on your behalf 
that they are a team which really lives up to the Bank’s motto—Nulli Secundus. 
E. G. SPATER, Chairman. 

















MEXICO 


Wants to Trade with the Whole 
World 


In respect to details of the possibilities of trading with our country, 
we invite your enquiries 


BANCO NACIONAL DE 
COMERCIO EXTERIOR, S.A. 


Established 1934 


Capital and Reserves: $363,051,714.75 (pesos) 
Director General: Lic. Ricardo J. Zevada 


Manager: Francisco Alcala, C.P.T. 


Head Office: 
MEXICO CITY, VENUSTIANO CARRANZA 32 
Cable: BANCOMEXT 


Correspondents : U.S.A.: Bank of America N.T. & S.A., Bankers Tr. Co., 
Chase Manhattan Bank, Manufacturers Tr. Co., Chemical Corn Exchange 
Bank, First National City Bank, American Trust Co., J. Henry Schroder 
Banking Corp., Bank of America International Service, The Hanover Bank, 
Grace National Bank ; Canada : Bank of Montreal, Imperial Bank of Canada, 
Bank of Nova Scotia ; England: Barclays Bank Ltd., J. Henry Schroder & 
Co., Swiss Bank Corporation, Australia and New Zealand Bank Ltd.; Germany : 
Deutsche Sudamerikanische Bank, Deutsch Bank A.G.; France: Banque 
Francaise du Commerce Exterieur, Banque de |’Union Parisienne, Banque 
Nationale pour le Commerce et I|’Ind., Banque de Paris and des Pays Bas, 
Credit Commercial de France ; Italy : Banca Nazionale del Lavoro, Banca 
Comerciale Italiana, Credito Italiano, Banco di Roma ; Sweden : Stockholms 
Enskilda Bank, Skandinaviska Banken ; Switzerland : Union Bank of Switzer- 
land ; Zapan : Sumitomo Bank Ltd., The Mitsui Bank Ltd., The Mitsubishi 
Bank Ltd., The Nippon Kangyo Bank Ltd. 


The Bank publishes a monthly magazine, ‘‘ Comercio Exterior’ (in Spanish, 
English and French), dedicated to the analysis of Mexico’s economy and foreign 
trade. Free copies available upon request. 






































Banque Belge Limited 


4 BISHOPSGATE, LONDON, E.C.2 


Member of the Group of the 
BANQUE DE LA SOCIETE GENERALE DE BELGIQUE 


Associated Banks in 


Belgium - Netherlands - Luxembourg - France 
Portugal - Switzerland - U.S.A. - Argentine - Brazil - Uruguay 
Congo « Lebanon - Hong Kong 




















Habib Bank Limited 


Established 1941 
Head Office : KARACHI (PAKISTAN) 


Authorised Capital . .. Pak Rs. 60,000,000/- 
Issued and Subscribed Capital. .. Pak Rs. 30,000,000/- 
Paid-up Capital oY .. Pak Rs. 30,000,000/- 
Reserve Funds 2 «+ e Pak Rs. 20,000,000/- 
Deposits as on 31.12. im... ..o <> ae 772,300,000, - 





With a network of 111 branches in all the important trade centres of East and West Pakistan, 
Habib Bank Limited is in a position to assist those desiring to establish contacts for exports 
or imports. The Bank’s services are always available for any banking requirements in Pakistan. 


The Bank is fully competent to handle all foreign exchange business, including opening and 
advising of commercial letters of credit, collection of documentary bills, remittances, etc. 


FOREIGN BRANCH: 
BOMBAY (india) 
Habib Bank (Overseas) Limited 
Head Office: KARACHI (PAKISTAN) 
Branches: 1. Aden, 2. Colombo, 3. Mombasa & 4. Rangoon. 
CORRESPONDENTS and AGENTS in all important cities of the world 
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~ + a connecting link tq the German market 





Indultrickurier 


Germany's outstanding paper for industry, trade and finance 


holds a unique position within the German press. As 
the newspaper of German industry which voices the 
opinion of employers, it stands for free and 
independent enterprise against all tendencies of 
nationalization in economic policy and practice. 


As a commercial paper INDUSTRIEKURIER 
presents a clear picture of the German economy and 
industrial production and regularly publishes com- 
prehensive analyses of the financial statements of 
reputed German and foreign joint-stock companies. 
As official journal of the Diisseldorf Stock Exchange 
INDUSTRIEKURIER carries the balance-sheets 
and annual reports of such companies. 


For information on the German market and full 
coverage of management and senior personnel in 
Germany, INDUSTRIEKURIER is a “‘must’”’. 


For Information on advertising tariffs and subscription rates, For specimen copies apply to: 
please apply to: 


PRESS AND PRINT REPRESENTATIONS Ltd. Indulfriekurier 


Executive Director R. D. Alexander Becker & Wrietzner-Verlag 


Suite 5, 312 Earls Court Road Disseldorf (Germany) 
London S.W.5 Pressehaus am Martin-Luther-Platz 
Phone: FREmantie 1860 Phone: 1063! - Telex: 08582319 
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Recognised 


throughout 
the world 


International recognition has long 
been accorded to the gold bullion 
bar as the medium of world finance 
and the ultimate standard of mon- 
etary values. 
Equally is world-wide recog- 
nition granted to the Johnson 
Matthey assay mark—token of 
the skill of Johnson Matthey 
refining and of the reputation 
of this famous house. 
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Melters and Assayers to the Bank of England 


JOHNSON, MATTHEY & CO., LIMITED, HATTON GARDEN, LONDON, E.C.i 
R.01278 Telephone: Holborn 6989 
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Our Head Office in 
Gothenburg — the lar- 
gest port in Sweden — 
and our network of 114 
branches in Stockholm 
and throughout the 
country is at your 
service for all your 
banking transactions in 
Sweden. 


Established 1848 


SINGER & FRIEDLANDER 


MERCHANT BANKERS 


55 BISHOPSGATE, LONDON E.C.2 


PROVINCIAL HOUSE, ALBION STREET, LEEDS 1 
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GOTEBORGS BANK 


— experts concerning import 4, 





and export problems GB 








LTD. 


Investment 
Capital Issues 
Commercial Credits 





NORTHERN OFFICE : 





























EANICO -LOUNVEVES = - ATL HEC 


HEAD OFFICE Beetles | We place at your disposal a network of over 
CENTRAL OFFICE: LISBON 40 Branches all over the country 








GUINNESS & MAHON 
17 COLLEGE GREEN, DUBLIN 





GUINNESS MAHON REPRESENTATION CO. INC. 
115 BROADWAY, NEW YORK 6, N.Y., U.S.A. 





DIVIDEND NOW IS 


4% 





| 
| 
| 
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GUINNESS MAHON 


& CO. LTD. 


ESTABLISHED 1836 


BANKERS 
53 CORNHILL, LONDON, E.C.3 

















DO YOU KNOW... 


_ that the Sun Life Assurance Company of Canada 


4% is the dividend allowed on shares—income | 
tax paid by the Society giving the gross equivalent | 


of £6. 10.8 per annum. 


£8,000,000 


| 
i 
; 


£8,000,000 is the sum representing the assets of | 


the Society. Reserves are 


£400,000 
THE 


CITY OF LONDON 


BUILDING SOCIETY 
34 LONDON WALL, E.C.2 


Member of the Building Societies Association 


MONarch 2525'6'7 


Deposits in the Society are Trustee Investments | 
| 196, Sun of Canada House, Cockspur Street, London, 8.W.1. 
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started business in this country in 1893, and now 
has THIRTY-THREE Branch Offices in England, 
Wales, Scotland and Ireland. 


has over TWO HUNDRED AND FORTY THOUSAND 
policies issued in these countries, representing 
assurances in force of more than THREE HUNDRED 
AND NINE MILLION POUNDS. 


was the first company in the world to issue 
*““Unconditional Policies’’. Once a policy is issued, 
its holder may reside wherever he wishes and 
engage in any occupation without alteration of the 
terms of his policy. : 

has total assurances in force of over TWO THOUSAND 
NINE HUNDRED AND FORTY MILLION POUNDS. 


has Assets in excess of SEVEN HUNDRED AND 
THIRTY-FIVE MILLION POUNDS. 


SUN LIFE ASSURANCE 
COMPANY OF CANADA 


(Incorporated in Canada in 1865 by Act of Parliament 
as a Limited Company) 


J. L. HARRIES (General Manager for 
Great Britain and Ireland) 

















Safe 


Bills for 
Loans at 


Current Accounts. 





Letters of Credit. 
BOLGATANGA BEREKUM 


GIFFARD CAMP, ACCRA ‘Sub Office.» 








SERVICES INCLUDE 


Traveller’s Cheques, - 


£ Li. 





Collection. Fixed Deposits. Stand- 


ing Orders. 
GHANA OFFICES: ACCRA (Head Office,) KUMASI 
SUNYANI, TAKORADI, TAMALE, TEMA, LEGON 


London Office: 69 Cheapside, E.C.2 


Negotiation of Bills. 
Custody of Valuables. 


Call. 
AKIMODA, 
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Long-term Financing of Industrial Enterprises 
Issuance of Industrial Bank Debentures 
Trust Business of Bonds & Debentures 
Foreign Exchange Business 
Credit Information 





Established in 1902 


THE 


INDUSTRIAL BANK 
OF JAPAN, LTD. 


Head Office: Marunouchi, Tokyo, Japan 
New York Office: 30 Broad Street, New York 4, N.Y. 
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NEW 


VETRO “nloral 


CUPBOARD 
for greater Space SWAG 


TU 


‘ 


ae 
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No wasted space, no drawers to 
open, all folders visible and located 
immediately. 


es iii 
ay 
UNA HALEN 


ili 


if 


AUT ib e 
intl i 
Sturdy, space saving construction eo 
using good guality furniture steel. 
Grey hammer finish with matching 
grey plastic loaded roller blind. 


ll 


Overall size approximately 72” high 
x 36” wide x 18” deep. 


Fitted five sets of bars from which 
400 folders can be suspended. 
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eye level. 


wear. 


Full details from :— 


HEAD OFFICE & FACTORIES: 
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ETROZaloral 


FOLDER 


Completely redesigned to give maximum visibility 
irrespective of whether the folder is at, above or below 


Made of strong good quality manilla to withstand heavy 


a 
PERCY JONES (Jwinlock) itv. 
37 CHANCERY LANE, LONDON W.C.2. Tel: CHAncery 8971 


BECKENHAM, KENT 
Showrooms; Birmingham, Glasgow, London & Manchester. 


LOOSE LEAF BUSINESS SYSTEM—THINK OF TWINLOCK 
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Chubb Bay-type Bank Window Counter finished in stainless steel 


Planned for either motorists or ¢ustomers on foot, these 
new Bank Window Counters reflect the regard for 
detail which 140 years of continuous advances in 
security have ingrained in Chubb. Please write to us 
about your bank window counter problem. 


CHUBB & SON'S LOCK AND SAFE COMPANY LIMITED 
IIO CANNON STREET, LONDON E.C.4. TELEPHONE: MINCING LANE 9033-5 


J ONO ONAN NaN ON ON OSES aS © 
U, 


S. JAPHET & CoLTD 4g 


MERCHANT BANKERS Uj 








ACCEPTANCE CREDITS « COMMERCIAL LETTERS OF CREDIT W/ 
OVERSEAS COLLECTIONS & Y; 


FOREIGN EXCHANGE + FOREIGN NOTES 
BULLION AND PRECIOUS METALS 


INVESTMENT MANAGEMENT 





30 ST. SWITHIN’S LANE 
LONDON, E.C.4 


A MEMBER OF THE CHARTERHOUSE GROUP 
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**Don Baltasar Carlos in the Riding School’’, attributed to Velazquez (1599- 
1660). Reproduced by permission of the Trustees of the Wallace Collection. 


BLACK HORSES have been a feature of many works by well- 
known artists, and the above is part of a study we are making of these 
equinalia. No one has better reason for doing so than Lloyds Bank. After 
all, the Black Horse is, and has been for many years, the symbol of our 


services to commerce, industry and to the private citizen at home and overseas. 


LLOYDS BANK LIMITED 


A complete banking service, through fourteen District Offices 


and 1,800 branches, in England and Wales. 














THE BRITISH LINEN BANK 


Incorporated by Royal Charter 1746 


Branches HEAD OFFICE: 
38 ST. ANDREW SQUARE, EDINBURGH 


throughout LONDON OFFICES: 
CITY OFFICE: 38 THREADNEEDLE STREET, E.C.2 
WEST END BRANCH: 198 PICCADILLY, W.| 
Scotland 


Affiliated to Barclays Bank Limited 





BANCO DI SANTO SPIRITO 


Established 1605 


Head Office: ROMA—173, Via del Corso 


COMPLETE INTERNATIONAL BANKING SERVICE 

















Complete banking service 
in FINLAND 


KANSALLIS-OSAKE-PANKKI with its more than 300 branches all over 
the country is equipped to handle all types of banking transactions. 


KANSALLIS-OSAKE-PANKKI is the biggest commercial bank in Finland 
and has over 90,000 stock holders. 


KANSALLIS-OSAKE-PANKKI is always happy to place its experience 
and facilities at your disposal. 


Head Office: Helsinki 
Cables: Kansallis 


Telex: Kansallis Hki 12-412 
Kansarbit Hki 12-549 





KANSALLIS-OSAKE-PANKAI 
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England 
Scotland = 
Wales ’ 
Algeria 
Bahamas 
Barbados ; ; 
Bacutoteid The Barclays Group has over 3,700 offices in 45 countries, 
Bechuanaland a system of branch banking unparalleled in size by any 
British Guiana p atu 
Deiat Silica other bank. The advantages of the direct facilities thus 
Cameroons made available to our customers will be obvious to every 
Cyprus trader and tourist. And of course the associated 
Federation of : 
Rhodesia and companies and correspondents of the Group extend 
Nyasaland its representation and services still further, 
France ae . : 
Gibraltar to the limits of world-wide banking. 
Ghana 
Israel 
Jamaica 
Kenya BARCLAYS BANK LIMITED 
Leeward Islands 
Libya BARCLAYS BANK D.C.O. 
Malta BARCLAYS BANK (FRANCE) LIMITED 
Mauritius 
Nigeria THE BRITISH LINEN BANK 
Portuguese 
East Africa BARCLAYS OVERSEAS DEVELOPMENT 
Seychelles CORPORATION LIMITED 


Sierra Leone 


South West Africa BARCLAYS BANK EXECUTOR AND TRUSTEE 





Sudan COMPANY (CHANNEL ISLANDS) LIMITED 
Swaziland ‘ 
Tanganyika CREDIT CONGOLAIS 
Tobago 
Trinidad 
Uganda . Associated Companies 
Union of 
South Africa UNITED DOMINIONS TRUST 
United States In Canada: IMPERIAL BANK OF CANADA 
Western Germany : ‘ 
Windward Islands In Belgium: BANQUE DE COMMERCE 





— 


THE BARCLAYS GROUP OF BANKS 











BANKING LOOKS AHEAD... 


EXPORTS AND MARTINS 
British banking will be required to 
play a vital role in the expansion of 
our export trade. It is a challenge 
that Martins is well placed to meet 
with its Head Office in the city-port é <a . 
of Liverpool, with over 600 branches )e* 258 oe ay 
at home and with world-wide con- Bene 58 ea if 
nections overseas. For many years ge 

Martins has offered a range of 
specialised services to those en- 
gaged in overseas trade. These 
services are continually being 
strengthened and improved and the 
Bank is always looking ahead to 
provide new facilities quickly when 
changed conditions demand them. 


Martins Bank aks) 


Head Office: 4 Water Street, Liverpool 2. 











Ghe Bank of Adelaide 


(Incorporated in 1865 in South Australia with limited liability) 


THE BANK OF ADELAIDE welcomes enquiries regarding business, commercial or 
personal, with Australia 
Banking business of all kinds transacted 


Principal Offices in Australia: Adelaide (Head Office), Brisbane, Melbourne, Perth, Sydney 
London Office: 11 LEADENHALL STREET, E.C.3 


Telephone: MANsion House 2993 Telex: 23140 











PANCADA, MORAES & Co. 


| a ae 


37, Rua Augusta Teleg. Addr. 
Lisbou Pamoca 
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Fanshaw is an enthusiast. He loves his work. 
He’s a Bank of New South Wales man 
through and through. 

Specialised information wanted for a client? 
Fanshaw will find it (backed by the wide- 
spread organisation of the Bank of New 
South Wales, of course). Get it at the source, 
that’s Fanshaw. That’s us too, for that 
matter. We believe in giving our clients all 
the help we can whenever they need it. 
Fanshaw? He’s the spirit of the Bank of New 
South Wales. 
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FANSHAWV goes one better when 


assessing the market 








Bank of 


Main London Office: 29 Threadneedle 
Street, E.C.2. 
Head Office: Sydney, Australia. 
(Incorporated in Australia with limited 
lability) 
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| 
| 
| 
7 New South Wales 
| 
| 
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ALL OVER AUSTRALIA AND NEW ZEALAND 











B. W. BLYDENSTEIN & CO. 


BANKERS 


Established in London in 1858 





Partners: 
R. A. Vreede, H. H. Oerlemans 
The Twentsche Bank (London) Ltd., Netherlands Trading Society (London) Ltd. 





WE ARE ABLE TO GIVE A SPECIALIZED SERVICE COVERING 

ALL TRANSACTIONS WITH THE NETHERLANDS, THE 

NETHERLANDS ANTILLES, SURINAM, SINGAPORE, MALAYA, 

BURMA, INDIA, PAKISTAN, THE FAR EAST, SAUDI ARABIA, 

LEBANON, IRAN, EAST AFRICA, TANGIER, THE ARGENTINE, 
URUGUAY AND NEW YORK 





54,55 & 56, THREADNEEDLE STREET, LONDON, E.C.2 
Telephone: LONdon Wall 2131 Telex: 23367 








BANCA NAZIONALE DEL LAVORO 


Incorporated by Government Decree in 1913 


U.K. Representative: 
THE ITALIAN ECONOMIC 
CORPORATION 
54 Threadneedle Street, 
LONDON, E.C.2. 


Head Office: 
ROME, 
Via V. Veneto, 119 





Branches all over Italy 
Correspondents throughout the world 
Representatives also in: NEW YORK — MONTREAL — PARIS 


FRANKFURT a/M— RIO DE JANEIRO— CARACAS — ZURICH 
BUENOS AIRES. Branch in MADRID. 


Capital and Reserves of the Bank and its Sections as at 
31st December, 1960: Lire 53,250 million (£31 million). 


The bank is equipped to provide an efficient service for every kind of 
domestic and international banking transaction 
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| STANDARD BANK | 










800 offices and agencies 
throughout South, Central 
and East Africa. 





EAST AFRICA ~ 
(KENYA, UGANDA 
& TANGANYIKA 
TERRITORY) 





FEDERATION OF 
RHODESIA — 
& NYASALAND 


SOUTH-WEST AFRICA 
| & BECHUANALAND) ~~ 


“UNION OF SOUTH AFRICA 




















Head Office: 10 Clements Lane, Lombard Street and 77 King William Street, London, E.C.4. 





















THE SANWA BANK _) 110. 


HEAD OFFICE: OSAKA 
185 BRANCHES IN JAPAN 
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OVERSEAS OFFICES 
LONDON BRANCH: Garrard House, 31-45 Gresham Street, London, E.C.2. 
SAN FRANCISCO BRANCH: 465 California Street, San Francisco, Calif. 
REPRESENTATIVE OFFICES—NEW YORK: 26 Broadway, New York, N.Y. 
TAIPEI: Taipei, Formosa. 
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DISCOUNT HE GAVE HER THE BIRD... 


ON In the 17th century, after 14 years of unhappy 
1 Hi, PH BA. Mp: ny : marriage to the daughter of the Duc de Gram- 


ALL MAKE mont, Henry, Earl of Stafford wrote of her, 
PROJ ECTORS, r NOCULAR® poy “‘ To the worst of women, Claude Charlotte de 








Grammont, unfortunately my wife, guilty as 
be ad - > % wiAPE n RECORDERS, she is of all crimes, I leave five and ‘forty brass 
LAWN MOWERS, REFRIGERATORS, halfpence, which will buy a pullet for her 
RADIOS, HI-FI, PENS, FURNITURE supper.” This appears to be his only contri- 

AND ¢ ARPETS, ETC. bution to the renee * her nest. 
Full Guarantees, All ye. Consult us on Cars When advising on Wills and Bequests 
an cooters 
City Discount Trading Co. pened 
6 DRYDEN CHAMBERS, 119 OXFORD 
STREET, LONDON, W.1. "Phone: REG. 2918-9 N-S-P-C-C 








> VICTORY HOUSE, LEICESTER SQUARE, LONDON, WC2 








An Insurance Service... 


may be summarised in a few words 


@ Expert advice on all insurance problems 
@ Prompt and courteous attention 
@ Fair and generous claims settlements 


For more than a century our service has been based on these 
maxims and if YOU have need of a first-class insurance 
service why not consult us. 


uy ALLIANCE ASSURANCE 


COMPANY LIMITED 
BARTHOLOMEW LANE - LONDON °: €E.C.2 










































































CHAIRMAN 
The Right Hon. The Viscount Monckton of Brenchley, 
P.C., K.C.M.G., K.C.V.O., M.C., Q.C. 


DEPUTY CHAIRMEN 
William Donald, c.8.€. The Right Hon. Lord Blackford, D.S.0., j.P. 


CHIEF GENERAL MANAGER 
©. E. Wood 


ASSISTANT CHIEF GENERAL MANAGERS 
H.H. Thackstone’ €E.J.W. Hellmuth 


JOINT GENERAL MANAGERS 
J. Christopherson’ 8B. F. Clarke 
E.R. Walker L.C. Mather’ C. E. Trott, 4.8.6 


GENERAL MANAGER FOR RESEARCH AND STATISTICS 
W. F. Crick, C.8.€. 


GENERAL MANAGER (ADMINISTRATION) 
F. |. Ashton 


Total Deposits at 31st December 1960, £1,711,000,C00 


Midland Bank 
Limited 


HEAD OFFICE: POULTRY: E.C.2 


Over 2,280 branches in England and Wales 
Agents and correspondents throughout the world 
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Olivetti 
Audit accounting 


is fully mechanised accounting 
simpler 

more accurate 

more economical 

than you thought possible 


Whatever your accounting problem, and particularly if 
it is the problem of how to reduce your accounting 
costs, the Olivetti Audit machines and Olivetti technical 
services will help you to the right answer. 


The Olivetti Audit numerical and alphanumerical ac- 
counting machines guarantee the efficiency of all your 
accounting. 

super-automatic performance 

arithmetical functions and transfers, the printing of totals, 
balances and dates, the opening and closing of the front feed 
— all these are controlled automatically from the programme 
panel. 

simplicity of operation 

Audit machines require no special operator training - 
operator decision is limited to figure-entry on the modern, 
simplified keyboard and selection between two motor bars. 
bullt-in accuracy 

pick-up balances and account numbers are automatically 
checked before they are printed, and before any new entrie 
can be made on a card. . 
low cost of installation 

Audit versatility (four distinct jobs can be programmed on one 
panel) and low unit price bring the cost of installing fully 
mechanised accounting lower than ever before in this 
country and well within the means of any business. 
economy in use 

high operating speed, programme use of both the forward and 
the return movements of the carriage, the elimination of 
operator fatigue and error and the fact that unskilled or part- 
time operators may be employed combine to save operating 
time, to increase output and the accuracy of output, and to 
reduce running costs. 





British Olivetti Ltd. 


30 Berkeley Square, London, W.1 
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OSTERREICHISCHE 
LANDERBANK 


ESTABLISHED 1880 
HEAD OFFICE: VIENNA I. AM HOF 2 


29 BRANCH OFFICES IN VIENNA 


BRANCHES IN AUSTRIA: 


BADEN - BLUDENZ - BREGENZ - BRUCK/MUR - DORNBIRN 

GRAZ - INNSBRUCK - KLOSTERNEUBURG - KREMS 

LINZ - SALZBURG - ST. POLTEN - SCHWECHAT - VILLACH 
WELS - WR. NEUSTADT 


EVERY DESCRIPTION 
OF BANKING BUSINESS TRANSACTED 
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How’s business ? 
Perhaps a word with the 
National Commercial Bank 
might help... 


NATIONAL COMMERCIAL BANK 
OF SCOTLAND LIMITED 


WORLD-WIDE BANKING CONNECTIONS 


















DEFENCE 


















Defence Bonds 
@® Earn 5% interest per annum. 


@ Are repayable after only 7 years, at the rate of £108 
for every £100 invested. 


@ Earn this 3% bonus U.K. income tax free. 
@ Do not have income tax on interest earned deducted at source. 
@ May be cashed before maturity. 


IN SEVEN YEARS 


5% Defence Bonds yield the equivalent of 


£5.12.6 


per cent (gross) per annum if you pay 
tax at the present standard rate of 7/9 


NEW 5% DEFENCE BONDS are on sale in £5 units 
and you can now hold £5,000 worth 
(exclusive of holdings of earlier issues) 


Full details can be had from your bank manager, stockbroker, or from 
your local Savings Committee, Post Office or Trustee Savings Bank. 





Issued by the National Savings Committee, London, S.W.7 
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Reserve 
£10,000,000 


The Union Discount Company 
of London Ltd. 








SERVE INTERNATIONAL TRADE 


Nearly half a century of experience in providing commercial and 
financial information has built this bank into one of the largest 
organizations in Colombia serving export and import trade. Our 49 
branches, located throughout the country, are completely equipped 
to meet your requirements for facts and for banking facilities. In- 
quiries for specific information will be promptly answered. 


BANCO COMERCIAL ANTIOQUENO 


Established 1912 
Head Office: Medellin, Colombia, South America 
Cable address for all offices—BANCOQUIA 
Vicente Uribe Rendon, General Manager 
Juan Luts, Foreign Manager 


Capital paid up and Capital Reserve over Col. $78,000,000 
Total assets over Col. $700,000,000 
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NATIONAL PROVINCIAL BANK 


LIMITED 


Chairman: 
David John Robarts, Esq. 


Deputy Chairmen: 
Sir Frederick William Leith-Ross, G.C.M.G., K.C.B. 
The Right Hon. Sir Percy James Grigg, K.C.B., K.C.S.I. 


Chief General Manager: 
F. Keighley 


Joint General Managers: 
H. C. Pearson, W. Lynn, R. V. Abbott, 
S. B. Heys, F. A. Vaughan, R. F. Smith 


Head Office: 15 Bishopsgate, London, E.C.2 


Principal Overseas Branch & Trustee Department: 


1 Princes Street, London, E.C.2 





















































CREDIT LYONNAIS 


(LIMITED LIABILITY COMPANY INCORPORATED IN FRANCE) 











| WORLDWIDE BANKING SERVICES 

















LONDON OFFICES 
City: 
40 LOMBARD STREET, 
LONDON, E.C.3. 







































West End: 
25/27 CHARLES II STREET, 
HAYMARKET, S.W.1. 
* (Private safes available at this office) 























































































































1,650 Branches in France, Africa and Abroad 
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As a matter of interest 


Walthamstow 
, BUILDING SOCIETY 


Perfect p 








offer you these attractive rates 
ORDINARY SHARES: 33% 
SAVINGS ACCOUNTS: 4i% 
TRUSTEE DEPOSITS : 3 4 s alists on the construction of 
° their courts, which, coupled 
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GAZES employ only speci- 


| GARDEN FURNITURE ensures that the Gaze court 
TOTAL ASSETS EXCEED £4,000,000 | [ustrated above are the iS pre-eminent. Makers of 
Established 1877 


Yo a a a —. Ba the popular ‘ All Weather’ 
. » the Folding Court and of the famous 
Garden Table £3 15s. Od. , — : 
and the “Cotswold” Chair Non- Attention’ Court which 


| £6 3s. 4d. Send for our fully requires no regular attention 
_ illustrated catalogue. of any kind. 





Full details from the Secretary 
223/5 Hoe Street, London, E.17 
Telephone : Coppermill 7206/7 


Member of the Building Societies Association 
Deposits in this Society are Trustee Investments 


TENNIS COURTS 
SPORTS GROUNDS 
| BOWLING GREENS 


W. H. GAZE & SONS LTD. 


5 The Gazeway, 129-139 Roehampton Vale, 
London, S.W. 15. Tel : PUTney 4554 
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BANK HAPOALIM 
B.M. 


(The Workers’ Bank Limited) 
TEL-AVIV, ISRAEL 


n 
TOTAL 
RESOURCES 
313 Million I.L. 
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105 Branches throughout the Country 


Affiliates: 
Housing Mortgage Bank Ltd. 


American-Israel Industrial Development 
Bank, Ltd 
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ALL KINDS OF BANKING BUSINESS 




















THE 
PUNJAB NATIONAL BANK LTD 


(Estd. 1895) 


Head Office: 
PARLIAMENT STREET, NEW DELHI 


Ds 
Over 400 offices throughout 
INDIA 
bs 


All types of 
FOREIGN EXCHANGE 


business transacted 














Kact 1 


A STABLE GOVERNMENT 


kact 2 


A SOUND ECONOMY 


Kact 3 


NO DIRECT TAXATION 


Kact 


STERLING AREA 


kact O 


NEAR THE N. AMERICAN 
MARKETS 


These five facts add up to a very 
sound argument for the establish- 
ment of trusts and the incorporation 
of companies in Bermuda. The Bank 
of Bermuda has published an 
interesting booklet onthesubjectand 
will be pleased to send you a copy. 
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= The best-known name “= 
=, jn Australian Banking = 

















COMMONWEALTH TRADING 
BANK OF AUSTRALIA 


Branches and Agencies throughout Australia, Territory of Papua 








and New Guinea and British Solomon Islands. Agents throughout the world. 


HEAD OFFICE: SYDNEY, AUSTRALIA 
LONDON OFFICE: 8, OLD JEWRY, E.C.2. AND AT AUSTRALIA HOUSE, STRAND, W.C.2. 
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ANGLO-PORTUGUESE BANK LIMITED 


7—9 BISHOPSGATE, LONDON, €.C.2 
Paid-up Capital and Reserve £1,750,000 


A COMPLETE INTERNATIONAL BANKING 
SERVICE 


AT CLIENTS’ DISPOSAL 
ENQUIRIES INVITED 

















Helsingfors Aktiebank 


HELSINKI, FINLAND 


AT YOUR SERVICE 


FOR EVERY KIND 
OF BANKING BUSINESS 


Telegraphic Address: Helsingforsbank 
Telex: Helsinki 12 - 536 — Helsbank Hki 
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IS CONSTANTLY CHANGING 


Through our network of Branches and Correspondents, 
we keep in touch with current world conditions. This in- 
formation is, in turn, available to our customers at all times. 


THE ROYAL BANK OF SCOTLAND 


Head Office: ST. ANDREW SQUARE, EDINBURGH 
Associate Banks: GLYN, MILLS & CO: WILLIAMS DEACON ’S BANK LTD 











SALE & CO. 


LONDON 





BAN KERS 


AGENTS IN ALL PRINCIPAL COUNTRIES 
THROUGHOUT THE WORLD 


NORTHGATE HOUSE, MOORGATE, E.C.2. 
MONARCH 5947 SALBANK, LONDON 
INTERNATIONAL TELEX 28228 
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CONTINUOUS STATIONERY ON NCR 
CONTINUOUS STATIONERY ON NCR 
CONTINUOUS STATIONERY ON NCR 
CONTINUOUS STATIONERY ON NCR 








Continuous stationery 
on NCR paper gives perfect 
copies the easy way 


1 No special attachment required on your typewriter. 
2 No need to install a costly special-purpose 
billing machine. 
3 No time wasting threading through a carbon glove, 
and ‘of course’ no carbon paper to handle. 
4 It's so simple and quick, just type and tear off. 


Supplied only through printers and stationers but 
please write for samples to the address below. 


no pins 2 The Wiggins Teape Group 


Gateway House 1 Watling St London EC4 City 2020 
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There’s an I°‘C-T computer 
to fit your business 


Shopping for a computer? Then you’ve a 
challenging task ahead. For this major in- 
vestment must pay you major dividends. 


Choosing and using a computer 
effectively and profitably requires 
imagination and great preparation. 
This means thinking in terms of the 
service you'll get as well as the 
machines you will use. Doing your 
shopping,infact,withanorganisation 
having the ‘know-how’, the resources 


and the experienced staff to examine 
your problems creatively, and to pro- 
pose the data processing system that 
fits into your business. 


This is the specialised service that 
you will get from I-C-:T — the largest 
British firm devoted exclusively to 
data processing, which has been its 
business for over fifty years. 


I-C-T is at your service. There is an 
office near you — or write to us now. 


I'C‘T DATA PROCESSING 
International Computers and Tabulators Limited 


xlvi 


149 FARK LANE, LONDON, Wl. OFFICES THROUGHOUT THE U.K. AND IN 51 COUNTRIES THE WORLD OVER 











he Banker 


VOL. CXI JUNE 1961 NO. 424 











SIR CHARLES HAMBRO 


who has been appointed chairman of Hambros Bank following the death 
of Mr R. Olaf Hambro 
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—and go-ahead employers see that staff do eat regularly 
and well. The little extra effort is repaid in many ways — 
in greater alertness, better resistance to stress and strain, 
increased efficiency during the afternoon, and reduced 
sickness and absenteeism. 

Ten thousand concerns throughout the country now use the 
national Luncheon Voucher Service, and so ensure that 

their staffs eat well to work well. In the interests of your staff 


welfare and better business... 


ely find out about Luncheon Vouchers. 
oy, 
employers give _LV Luncheon Vouchers 
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Write for details to: HEAD OFFICE 
22 GOLDEN SQUARE + LONDON, W.1 > REGENT 5711 AND O693 
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A Financial Notebook 





Towards Europe 


SLOWLY, hesitantly, the Government 
seems to be steeling itself for a formal 
approach to the Common Market. 
The carefully-worded statements 
made in the Commons last month 
by the Prime Minister and Mr 
Heath, the Lord Privy Seal, con- 
firmed that the desirability of 
Britain’s joining the Common Market 
is now accepted by the Cabinet. 
The crucial question is not whether 
Britain should or should not join, 
but whether it can join on acceptable 
terms. “It is not only a question 
of entering the Common Market ”’, 
said Mr Macmillan, “ but of signing 
the Treaty of Rome, which is a little 
different’. The Six for their part, 
the Prime Minister went on, must 
decide whether they are prepared to 
make the concessions that would per- 
mit Britain to fulfil its commitments 
to home agriculture and to its part- 
ners in the Commonwealth and the 
European Free Trade Association. 
Apparently, the Government rates 
the chances of securing such conces- 
sions fairly bright. Mr Heath, whose 
speech presented a compelling argu- 
ment, intended no doubt particularly 
for the Tory backbenchers, for enter- 
ing the Common Market, noted a 
‘‘ greater will in Europe than ever 
before’ to find a solution to the 
trade split. Very formidable prob- 
lems remain—particularly the future 
of Commonwealth free entry to the 
UK market and the constitutional 
difficulties of linking neutralist coun- 
tries of EF TA with an association 


377 


some 


that necessarily demands 
surrender of national sovereignty. 
At least, however, the negotiations 
on detailed points now proceeding 
among ofhcials of the six Common 
Market countries and of Britain are 
not doomed in advance, as were the 
abortive negotiations for a free trade 
area in 1958, by a fundamental dif- 
ference of approach. Increasingly, it 
is realized that the protection of 
domestic agriculture presents a major 
problem within the Six and that 
President de Gaulle’s nationalism 
strikes a serious blow at the federalist 
ideals that underlay the political con- 
ception of the Market. This realiza- 
tion has undoubtedly helped to pro- 
duce a more conciliatory mood within 
the Six. It remains to be seen 
whether President Kennedy during 
his current visit to Paris will press 
successfully for the concessions that 
would ease Britain’s entry. 


Sterling under Pressure 


Steady but unseasonable pressure 
on sterling, at times unresisted by 
the authorities, depressed the spot 
rate on New York to $2.793 in the 
second half of last month, its lowest 
since September 1957. The spot rate 
on Frankfurt weakened to DM 
11.08. The pattern of forward 
rates continued to show signs of 
official intervention—most notably 
by the Bundesbank, which has been 
attempting to bring down the pre- 
mium on the forward D-mark by 
selling in New York. By the middle 
of last month the premium on 











the three-months D-mark had been 
reduced to 8? pf, compared with 103 
pf a month earlier. 

There were signs throughout last 
month that foreign funds were still 
trickling away from London. In 
April the withdrawal of short-term 
funds contributed much to the fall 
of $73 millions recorded in Britain’s 
gold reserves (after paying $14 
millions to EPU creditors); as in 
March, however, the fall in the 
reserves almost certainly understated 
by a considerable margin the extent 
of the pressure on sterling since 
Continental central banks, following 
the Basle agreement, refrained from 
converting some of the sterling 
accruing to them during the month. 
Even so, the reserves have fallen by 
close on $300 millions—or by nearly 
10 per cent—since end-January, a 
period in which the tide of com- 
mercial payments should normally be 
flowing in London’s favour. 

The advance repayment of £674 
millions of Germany’s post-war debt 
during April had no effect on the 
reserves. All the funds were already 
in London; an appreciable part of 
them, however, may have been trans- 
ferred in February and March— 
which would make the true gold 
losses in those two months even 
bigger. Significantly, the US 
Treasury accepted a substantial (but 
undisclosed) proportion of Ger- 
many’s prepayment of $587 millions 
of debt in D-marks—which it pro- 
poses to hold in readiness against any 
future speculative shift of private 
funds from New York to Frankfurt. 


Import Bill Falling 


The overseas trade returns for 
April suggested that the narrowing 
of the trade gap indicated in the 
preceding three months had con- 
tinued. Seasonally-adjusted, exports 
(though benefiting from the delivery 


of two large ships with a combined 


value of £12 millions) totalled £306 
millions, compared with an average 
of £309 millions in the first quarter 
of the year; but imports dropped to 
£354 millions from the first quarter’s 
average of £385 millions. Allowing 
for re-exports of £12 millions, the 
trade gap in April narrowed to £36 
millions, compared with £64 mil- 
lions in the first quarter of the year 
and {83 millions in the final quarter 
of 1960. Unhappily, the improve- 
ment in recent months has been 
due almost entirely to a steep fall 
in the import bill (reflecting, perhaps, 
a slower rate of stock-building at 
home), not to any upthrust in exports. 


Equity Rise Checked 


A good deal of the steam went out 
of the rise in equities last month. In 
the first half of the month, the 
Financial Times index continued to 
edge higher, though at a much more 
sedate pace than in the two weeks 
after the budget, reaching a new 
peak of 365.7 on May 15. The 
demand for bank shares was again 
very strong—stimulated both by the 
impending freedom for trustees to 
invest in equities and by the Mid- 
land’s rights and scrip issues (dis- 
cussed in our last issue). In the 
second half of the month, however, 
investors became more hesitant; in 
particular they paid more heed to 
the warnings of lower profit margins 
from industry (most notably from 
ICI) and to the disappointing—by 
recent expectations—results and divi- 
dends announced by some leading 
companies. By the closing days of 
the month the FT index had drifted 
back to 354.6. 

The doubts about industrial 
profits, however, did nothing to 
assist gilt-edged. The market was 
depressed by the weakness of sterling 
and by the signals flashed to the 
discount market that the authorities 
did not favour any immediate cut in 
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Bank rate. Hopes of such a cut had 
been encouraged at the beginning 
of the month by the reduction in the 
Bundesbank’s rate to 3 per cent; at 
the tender on May 12, the average 
Treasury bill rate dropped to 
£4 6s 5d per cent—making a total 
fall of 3s 4d over three weeks; at the 
following week’s tender, however, 
the discount houses raised their bid 
sharply and the average rate re- 
bounded to £4 8s 3d. The FT 
Government stocks index struck a 
new low for the year at 77.55 on 
May 29 and War Loan plumbed a 
a new all-time low of 55}. xd. The 
hopes encouraged by the budget 
were thus quickly disappointed. The 
demoralization of the market left 
underwriters to take up no less than 
88 per cent of New Zealand’s issue 
of £20 millions of 6 per cent stock 
(1972 at 985). 


A Post Office Giro ? 


The Radcliffe Committee when it 
reported nearly two years ago ex- 
pressed the view that if “ existing 
institutions ”’ did not soon provide a 
new and simple mechanism for 
transferring payments “ there would 
be a case for investigating the 
possibility of instituting a ‘ giro’ 
system to be operated by the Post 
Office’. The lurking threat was not 
lost upon the clearing banks: they 
speeded up their studies of pro- 
cedures for transferring credits with- 
in the existing banking system, lead- 
ing to the establishment of the 
general credit clearing early last year 
and the introduction of the general 
service for credit transfers, available 
to non-customers, three months ago. 
By this action, it was widely thought, 
the banks had averted the possibility 
that they might soon face new forms 
of competition in the business of 
running a mechanism for making 
payments. The General Post Office, 
however, had likewise followed up 


the Radcliffe observation by investi- 
gating the Continental giro systems 
and now seems likely to plunge into 
the business itself. 

In an address to the National 
Federation of Sub-Postmasters at 
its annual conference last month, the 
Postmaster-General, Mr Reginald 
Bevins, declared that he felt strongly 
that the Post Office should embark 
on the project for providing a simple 
system for credit transfers, and 
stated that he hoped to have “ some 
news’ on the subject during the 
next month or two. Nothing has 
yet been disclosed of what the Post 
Office has in mind. In particular, it 
is uncertain whether the contem- 
plated facilities would relate simply 
to credit transfers between present- 
style Post Office savings accounts, 
whether there would be an over-the- 
counter service of the kind now 
offered to the public by the clearing 
and Scottish banks, or whether the 
Post Office would follow the Con- 
tinental precedent and require the 
opening of special non-interest bear- 
ing clearing accounts. In any event, 
it seems that the banks’ under- 
publicized new facility will soon 
face unforeseen competition. 


Rebound in Bank Liquidity 


The upturn of bank deposits that 
normally marks the end of the main 
tax-gathering season was this year 
exceptionally large. In the five weeks 
to April 19, as the table over- 
leaf shows, aggregate net deposits of 
the clearing banks increased by £160 
millions—more than double the in- 
crease recorded twelve months pre- 
viously and almost four times that 
for the corresponding (four-week) 
period in 1959. If allowance is made 
for seasonal factors, this appears to 
be one of the sharpest rises in any 
month for some considerable time: 
it is certainly the largest experienced 
in the six-year period for which 
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Lloyds Bank’s seasonally-corrected 
index is available on its new basis 
(1954 = 100)—the index for April 
reached a new peak at 114.1, with a 
rise of 2.3 points. Moreover, only a 
minor reversal of this movement 
occurred in the four weeks to mid- 
May, figures for which appeared as 
this issue of The Banker went to 
press and are noted in the table on 
page 440: net deposits declined by 
£17 millions, and the index reacted 
by 0.2 to 113.9. 

By far the most important of the 
expansionary forces was an equally 


Apr 19, Change on 
1961 Month Year 
{mn {mn {£mn 
Deposits.. 7331.8 +142.6 +120.6 
“Net” Dep* 6857.1 +159.8 +226.1 


Liquid Yot 
Assets 2349.1 (32.0) +161.5 + 87.3 
Cash .. 590.7 (8.1) - 11.5 + 17.5 
Call money 611.9 (8.3) + 29.3 + 71.3 
Treas bills 917.9(12.5) +127.5 - 85.8 
Other bills 228.7 (3.1) + 16.2 + 84.3 
= 


Special Dep 142.2 (1.9) - 1.1 
é Risk 9? 


Assets 4660.5 (63.6) - 2.1 - 7.0 
Investments 1114.5 (15.2) - 72.6 —324.6 
Advances.. 3546.0 (48.4) + 70.5 +317.6 

State Bds 64.1 4+ 25 — 14.0 
3482.9 4 68.0 +331.6 
Allother 4 335° 4+ 68.2 +344.5 


* Excluding items in course of collection 
and items in transit. 

+ Ratio of assets to gross deposits. 

t Excluding transit items. 


exceptional growth in the volume of 
liquid assets. ‘These expanded in 
April by no less than £161 millions, 
in contrast with £44 millions in the 
corresponding period last year—yet 
that had been one of the biggest April 
movements during the preceding 
decade. The main explanation of this 
sudden pouring of liquidity into the 
banking system was the repayment 
at the mid-April maturity date of the 
£314 millions unconverted portion 
of 24 per cent Funding Stock, 1956- 
61 (£482 millions had been ex- 
changed for 54 per cent Exchequer 
Stock, 1966, last February). The 


amount of this stock remaining in 
private hands at the final date 
appears to have been rather larger 
than is usual with maturities. The 
clearing banks themselves probably 
held about £40 millions, so that 
market sales of other stocks accounted 
for rather less than half the month’s 
decline in investment portfolios. ‘This 
decline, even so, was sufficient to 
finance the whole of the increase in 
advances. Hence the big rise in 
liquid assets exerted its full effect on 
the liquidity ratio; the average ratio 
jumped by 1.6 per cent to 32.0 per 
cent, actually carrying it above the 
corresponding 1960 figure, and each 
of the banks which in March had 
shown ratios below 30 per cent was 
lifted well above that critical point— 
as will be seen from our usual 
detailed table on page 441. But in 
May, perhaps reflecting releases of 
exchange by the Exchange Equali- 
zation Account, total liquid assets 
declined by £35 millions—driving 
one bank, Barclays, precisely back 
to the minimum and another, the 
Midland, to only 0.2 per cent 
above it. 

In spite of the signs of a decline 
in the rate of stockbuilding, net new 
bank advances to borrowers other 
than the state boards were running 
in March and April at only moder- 
ately below last year’s rate, but in 
May they rose by only £27 millions, 
compared with {42 millions; in the 
four months February-May they 
rose by £188 millions, compared with 
£284 millions last year. 


IDA’s Debut 


In the middle of last month the 
International Development Associa- 
tion, the latest offspring of the 
World Bank, began its active finan- 
cing operations—with a loan of $9 
millions to Honduras for highway 
development. The Association, which 
came into being in the autumn of 
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1960 with initial resources (sub- 
scribed by 42 members) of $863 
millions, is intended to assist coun- 
tries that—for reasons beyond their 
own control—are unable to achieve a 
satisfactory rate of development on 
the basis of their own resources and 
conventional external financing. The 
terms on which IDA can extend 
credit are not specified in its charter, 
which prescribes only that they shall 
bear less heavily on the balance of 
payments of underdeveloped coun- 
tries than do orthodox loans from, 
say, the World Bank. Thus the main 
interest in IDA’s first operation was 
the indication it afforded of how 
“soft ’’ its loans would in fact be. 
The Honduras credit suggests that 
they will be on extremely generous 
terms: the credit is for a term of fifty 
years, repayable in foreign exchange 
with amortization beginning after a 
ten-year period of grace; the credit is 
interest free, but a modest service 
charge of # per cent a year on out- 
standing drawings will be levied to 
meet administrative costs. 

At the end of April Mr Eugene 
Black, the President of the World 
Bank and ex officio President of IDA, 
had indicated to the Economic and 
Social Council of the United Nations 
that this pattern of terms would be 





applied to IDA’s first projects. He 
noted with appreciation that the 
American Administration wished to 
adopt similar terms for its bilateral 
development loans. 

The activities of the Bank’s other 
offspring, the International Finance - 
Corporation, which lends to private 
enterprise, should be considerably 
extended by the proposed amend- 
ment of its charter to permit invest- 
ments in capital stock. 


Banks’ Saturday Hours 


As from July 1 next the official 
business hours on Saturday mornings 
for all branches of the clearing 
banks in England and Wales will be 
the same as those now operative at 
branches in the City of London— 
that is to say, both the opening and 
the closing times of branches outside 
the City will be brought forward by 
half-an-hour, to 9 a.m. and 11.30 
a.m. Sub-branches and agencies 
may continue to close earlier on 
Saturdays than their parent branches, 
at the discretion of the banks 
concerned. The change is being 
made in response to requests from 
bank staffs, to enable them to 
complete the Saturday morning’s 
work without undue encroachment 
on the afternoon. One likely result 
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is that the congestion and rush often 
experienced in the last half hour of 
business may become even greater 
than at present. 


Cheques without Dates ? 


The removal of the need for the 
majority of endorsements on cheques, 
so long canvassed, was achieved in 
the end with remarkably little 
trouble, and the banks and their 
customers have settled happily into 
the new routine. There is no reason 
to assume that as a result the cheque 
is now incapable of further improve- 
ment, and Mr N. E. Leach, manager 
of Martins Bank, Charing Cross, 
Birkenhead branch, recalling the 
notable part played by his former 
colleague, Mr G. O. Papworth, in 
the endorsement reform, has reported 
to The Banker a question asked at a 
meeting of the Institute of Bankers 
in Derby earlier this year by Mr 
Frank Wain, manager of one of the 
Midland Bank’s branches there. The 
question could hardly be simpler: 
why date a cheque? 

As Mr Leach points out, the 
examination of dates on cheques 
presented to them, and the “ dis- 
honour ”’ of post-dated and out-of- 
date cheques, gives the banks a 
certain amount of work that they 
could well do without. There seems 
to be no need for a cheque to be 
dated at all, at least to the extent 
that the Bills of Exchange Act 
expressly provides that a cheque 
‘is not invalid by reason that it is 
not dated’’. Probably no very for- 
midable difficulties would arise from 
the fact that the limitation period of 
six years runs from the date of the 
cheque or the date of its issue, 
whichever is the later. An analogy 
might even be drawn with the bank 
note, which of course began its 
career as a dated instrument: a bank 
customer issuing an undated cheque 
would be coming nearer to note 





issue and would no longer be pro- 
tected by the conventional six months 


limit. But it can probably be 
assumed that the banks would not 
be eager to advocate any change that 
even seemed to involve a reduction 
in their service so soon after a num- 
ber of them have reduced their “‘state- 
ments ”’ of account to customers to 
their new uncommunicative form; 
even the endorsement reform, which 
offered them more substantial labour 
saving, the banks preferred to leave 
to the initiative of others. It is 
doubtful, in any case, whether the 
public will ever support the abolition 
of dates, which at worst give them no 
trouble, and at best can be of obvious 
convenience. Moreover, there is 
the post-dated cheque; frown upon 
it though the bankers may, this is 
quite widely used. 

But it is an interesting point, and 
The Banker, remembering its own 
part in the endorsement controversy, 
and the apparently insuperable objec- 
tions to abolition put forward, very 
willingly ventilates it. 


Summer School in the City 


The International Banking Sum- 
mer School, which this year returns 
to England after its two sessions 
overseas, will for the first time 
open in the City of London. The 
210 participants, from fifty countries, 
who are expected on July 16 will 
assemble at the Great Eastern Hotel 
and will spend the first two days in 
London before proceeding to Christ 
Church, Oxford, which hitherto has 
been the sole English venue of the 
School since its inception in 1948. 
Appropriately, the general theme for 
this year’s lectures and discussion 
groups will be the City of London 
as a centre of international trade and 
finance. The lecturers will include 
Sir Oliver Franks of Lloyds Bank 
and Lord Ritchie, Chairman of the 
Stock Exchange. 
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Recipes tor Fewer 
Panics 


HE problems of international finance are now being studied in 

Treasuries and central banks with an intensity unrivalled since 

Bretton Woods. 'T'wo recent developments have combined to lend a 

new urgency to these deliberations. First, the substantial improve- 
ment apparent in America’s balance of payments in recent months promises 
to dry up the source that throughout the past decade, and particularly in 
the last three years, has copiously fed the free world with liquid reserves. 
Secondly, the shock dealt to confidence by the revaluation of the Deutsche- 
mark has made the world’s bankers more keenly aware of the need for close 
co-operation in a régime of international convertibility. For sterling, the 
present problems and dangers have been rendered more acute by the deficit in 
Britain’s balance of payments and by the massive amounts of internationally 
mobile money deposited in London. If, as many observers believe, the end- 
ing of the American recession—and with it any last lingering hope of an 
increase in the gold price—will lead to a reflux of a substantial part of the 
short-term funds that crossed the Atlantic in 1960, the pull of the dollar will 
be added to the pull of the D-mark and a considerable strain inevitably 
imposed on sterling. If sterling is to be secured against crisis, effective plans 
must be laid to soften the impact of violent movements of capital. 

The prototype of one such possible plan already exists in the agreement 
hastily reached by Europe’s central bankers at Basle last March to refrain 
from immediately converting into gold any extraordinary acquisitions of 
one anothers’ currencies. That agreement, however, was devised specifically 
to deal with the speculative movements of funds unleashed by Germany’s 
revaluation. Limits almost certainly were set to the size of the currency 
balances that each central bank agreed to hold and to the length of time for 
which it was prepared to hold them. Both the scope and the purpose of the 
Basle agreement are too limited to permit it to perform the type of stabilizing 
réle in international finance that now seems needed. A wider and more 
permanent scheme—and, above all, one in which the United States plays a 
full part—is clearly necessary. Appropriately, the world’s bankers and 
economists have been looking with heightened interest at the various pro- 
posals recently canvassed for reforming the International Monetary Fund 
and thus fitting it to play a more active réle in relieving strains on world 
liquidity. The three most notable of these proposals are discussed below 
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and their salient features outlined on page 386. At the outset, however, it must 
be stressed that the problem of international liquidity cannot be separated 
from the problem of imbalance in world payments. Behind the current 
strains on liquidity lies the basic fact that Britain and America have not been 
able to earn export surpluses sufficient to cover their lending and aid pro- 
grammes, while Germany has not been able to mount a lending and aid 
programme sufficient to offset its massive export surplus. True, the deficits 
of the two major countries whose currencies are accepted as international 
reserves have in the past added to world liquidity; but if substantial deficits 
persist they undermine confidence, and, as the dramatic events of last 
October warned, can lead to a flight into gold and a consequent depletion of 
world monetary reserves. The urgent need at the moment, therefore, is to 
ensure, first, that the supply and distribution of international reserves affords 
the major trading nations sufficient time to redress the imbalance in world 
payments and, secondly, that the pattern of distribution of those reserves is 
not disrupted by tidal movements of short-term funds. 

The first of these problems seems less pressing than the second. On the 
whole there is little evidence that, overall, the supply of liquid reserves avail- 
able to the free world is inadequate. Admittedly, any measure of the adequacy 
of reserves must be largely subjective. It must be related principally to the 
degree of imbalance and instability in world payments (the familiar exercise 
of relating reserves to the value of total world imports yields results that 
depend almost entirely on the particular base year selected). The all-round 
increase of 50 per cent in IMF quotas and the outpouring of more than 
$11,000 millions of gold and dollars from the United States in the past three 
years should have relieved any immediate global shortage of liquidity. There 
is a danger, of course, that at some future date the world may be confronted 
with a shortage of reserves. This danger stems especially, as Professor 
Triffin has stressed, from the unreliability of the sources from which liquidity 
has been fed in the past ten years. Undoubtedly, there must be an inherent 
instability in a system that is dependent for additional reserves on the uncer- 
tainties of gold production, on the caprices of the Kremlin’s gold sales policy 
and, above all, on the vagaries of America’s overall balance of payments. 
Steps should certainly be taken to put the provision of international reserves 
on a more rational basis. But the immediate problem seems to be one of 
mal-distribution, rather than insufficiency, of reserves. 

Specifically, too large a proportion of the world’s reserves is concentrated 
in the industrialized countries of continental Europe (especially Germany) 
and too small a proportion in Britain and the primary producing countries. 
This mal-distribution has persisted partly because some of the deficit 
countries have failed to arrest inflation but mainly because the countries in 
overall surplus have been unable or unwilling to expand domestic demand, 
reduce interest rates, eliminate restrictions on imports—or, in the last resort, 
to revalue their currencies to the extent necessary to bring their export prices 
into line with those of their competitors. 

In essence the various schemes recently put forward for improving world 
liquidity all seek to provide a mechanism by which the surplus countries 
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can, in effect, lend their accruing reserves to the countries losing them. But, 
clearly, where the gains and losses arise from current trading, not from 
capital flows, no such mechanism can function efficiently for long unless the 
surplus countries become good creditors and the deficit countries take steps 
to balance their trade or to secure an adequate inflow of long-term capital. 
This, of course, was recognized at the inception of the International Monetary 
Fund. Its quotas were intended to provide assistance for members in tem- 
porary current payments trouble. If the payments difficulties stemmed 
from a fundamental disequilibrium, and were thus unlikely to be short-lived, 
the Fund stressed that the appropriate remedy was an adjustment of the 
exchange rate. This remains its attitude; in any reform of the Fund it 
would seem most inadvisable to change the distinction drawn between 
temporary balance of payments troubles and more intractable ones—though, 
as in the original Keynes plan, penalties might be imposed on persistent 
creditors. As constituted at present the Fund seems reasonably well equipped, 
now that all the major currencies of the world are formally convertible, to 
deal with the problems arising from short-term swings in current payments. 
Last February’s concerted move by western Europe to full convertibility 
under the terms of Article VIII has enabled it to encourage drawings in the 
currencies of the main surplus countries and thus to relieve the pressure that 
its operations have at times imposed in the past on the dollar, and, to a less 
extent, on sterling as well. 


Cushioning the Hot Money Impact 


The major doubts about the Fund’s competence relate rather to the 
problems presented by massive flows of short-term capital, which have been 
such a conspicuous feature of world payments since the return of external 
convertibility at the end of 1958. These problems, inevitably, are presented 
in their most acute form to the two international reserve currencies, sterling 
and the dollar. As the past year has shown, large-scale transfers from New 
York to London, Frankfurt and Zurich, and, more recently, from London 
to the Continent, can be extremely embarrassing—for the country receiving 
the funds as well as for the country losing them. Moreover, these movements 
tend to be destabilizing since they generally reinforce, not offset, the strength 
or weakness of the current balance. Thus the deficit in America’s overall 
balance of payments was swollen last year by an outflow of around $2,700 
millions of short-term funds (which accounted for more than two-thirds of 
the total deficit) while the overall surpluses of Germany, France, Italy, 
Switzerland and the Netherlands were swollen by an inflow; exceptionally, 
Britain’s deficit in 1960 was accompanied by an influx of funds. In the past 
six months central bankers have endeavoured to stem the hot money tide by 
bringing interest rates in the main financial centres more closely into line (the 
latest move was taken at the beginning of last month by the Bundesbank, 
which reduced its discount rate by a further } per cent to 3 per cent). This 
co-ordination of money rates undoubtedly has played a significant part in 
staunching the outflow of funds from New York. But the resultant blunting 
of the interest rate weapon has serious disadvantages domestically—serious 
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THE THREE PLANS IN ESSENCE 


Bernstein 


Author: Edward M. Bernstein, former Assistant Secretary to US Treasury and 


Director of Research at IMF. 


Exposition: Lectures and papers: see American Economic Review, March, 1961. 


IMF quotas should be counted as 
part of working reserves of central banks. 
Quotas should be regarded as a normal 
means of meeting temporary balance of 
payments troubles. 

Provision should be made for pro- 
tecting the key reserve currencies—the 
dollar and sterling—from the effects of 
tidal movements of capital. The IMF, 
acting through a separate agency (“‘ Re- 
serve Settlement Account ’’), should be 
empowered to support any key currency 


Triffin 


under pressure from a capital outflow. 
To provide the necessary resources 
America, Britain, the Common Market 
countries, Canada and Japan would each 
undertake to buy IMF debentures up 
to an agreed limit when requested. 

The debentures issued by the IMF 
would normally have a life not exceeding 
three years, a gold guarantee and bear 
interest (necessarily at a lower rate than 
that ruling in the money markets of the 
major reserve centres). 


Author: Robert Triffin, Professor of Political Scjence at Yale; played a distinguished 
part in post-war monetary reconstruction, particularly in establishment of EPU. 
Exposition: Lectures and papers: see Gold and the Dollar Crisis (Oxford University 
Press, 1960, 38s) ; “‘ Improving World Liquidity ”’, The Banker, January, 1960. 


The use of national currencies as 
international reserves should be discon- 
tinued. Reserves not held in gold 
should be held in the form of deposits 
with the IMF. 

These deposits would be constituted 
initially by transferring to the Fund the 
currencies—primarily sterling and dollars 
—now held as reserves, members’ out- 
standing net claims on the Fund itself 
arising from past transactions, and any 
amount of gold. At the outset it might 
be necessary to require members to hold 
a minimum of, say, 20 per cent of their 
gross reserves in the form of IMF 
deposits. Members would be entitled 
to convert into gold at a guaranteed 
exchange rate any deposits accruing to 
their account in excess of the agreed 
minimum—but since IMF _ deposits 
would be fully usable as gold (and in 


Stamp 


addition earn modest interest) there 
should be no inducement to convert. 

The Fund should be given the option 
to liquidate at a maximum rate of, say, 
5 per cent a year the money market 
assets in New York and London that it 
acquires by the transfer of reserve cur- 
rencies. The proceeds would normally 
be re-employed in other markets where 
the need for international capital is 
deemed greater; a portion might be 
re-invested in World Bank bonds. 

The Fund would be empowered to 
create additional deposits by lending— 
up to certain agreed annual ceilings 
designed to expand total international 
reserves (gold plus IMF deposits) at an 
appropriate rate (say 3 per cent a year). 
As at present, any advances would be 
conditional upon the borrower’s agree- 
ing to pursue sound economic policies. 


Author: Maxwell Stamp, former UK director at IMF. 


Exposition: 'Two articles in The Guardian (February 10 and 13, 1961) reprinted and 
enlarged in the Spring, 1961, issue of Moorgate and Wall Street. 


IMF should be authorized to issue 
gold certificates up to a value of, say, 
$3,000 mns over the next year. Members 
would agree to accept such certificates 
when tendered by the Fund or by a 
central bank and to provide their own 
currency in exchange. 

The Fund would give the certificates 
to an aid co-ordinating agency, which 
would allocate them to underdeveloped 
countries. ‘The countries receiving the 


certificates would purchase capital equip- 
ment from the industrialized countries 
with funds raised by tendering them to 
the central banks of those countries. 

An industrialized country in overall 
surplus would add any certificates it 
acquired to its reserves. A country in 
overall deficit could, if it desired, use 
them to meet that deficit. In either case 
the certificates would end up with the 
countries in overall surplus. 
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enough to make it an unreliable instrument of international co-operation. 
Clearly it is desirable that some means should be devised by which the impact 
of sudden shifts of mobile funds on national reserves, particularly those of 
the reserve currency countries, can be effectively cushioned. 

It seems extremely doubtful if the International Monetary Fund as con- 
stituted at present could provide such a cushion. Article VI of the Fund 
Agreement specifically states that ‘“a member may not make net use of the 
Fund’s resources to meet a large or sustained outflow of capital’’. Although 
certain exceptions are indicated subsequently, it seems clear that the Article 
precludes the use of the Fund’s resources to offset interest arbitrage, specu- 
lative movements of funds or for the conversion of currency reserves into 
gold. Intriguingly, however, no murmur of dissent has been heard from 
Washington to the Chancellor of the Exchequer’s repeated intimation that 
Britain would draw on the Fund to meet any substantial outflow of foreign 
money. Six weeks ago the Fund’s Managing Director, Mr Per Jacobsson, 
told a United Nations gathering that his officials were now engaged in 
‘* examining the legal and policy aspects ”’ of the provisions of Article VI. 
Rather more surprisingly, he went on to suggest that the power given in 
Article VII (the “ scarce currency ”’ clause) to borrow additional supplies of 
certain currencies might enable the IMF to meet strains caused by shifts of 
internationally mobile capital. He added, however, that: 


The most appropriate method [of acquiring particular currencies] seems to be 
the conclusion of a network of stand-by arrangements with the main industrial 
countries under which the Fund will be able to use increased amounts of their 
currencies, whenever the need for such use would arise as part of a Fund 
operation. Our aim is to look beyond immediate needs and to seek to equip the 
Fund to be able to handle flexibly the many and varied situations that may arise . 
under a system of freely convertible currencies. 


More, presumably, will be heard of this proposal at the Fund’s annual 
meeting in Vienna this September. 

Mr Jacobsson’s words certainly suggest that of all the proposals for reform- 
ing the Fund canvassed recently he favours the Bernstein Plan, the least 
radical. But, as the summary opposite indicates, Dr Bernstein’s proposals 
go considerably further than Mr Jacobsson’s apparently do. First, an 
integral part of the Bernstein Plan is that each member’s IMF quota should 
be counted as part of its international reserves. This would necessitate some 
easing of the conditions for drawings beyond the gold tranche of each 
member’s quota. At the moment the Fund allows virtually automatic 
access to the gold tranche of a member’s quota and semi-automatic access to 
the next 25 per cent tranche; thereafter, however, its conditions stiffen 
considerably and it will not normally permit further drawings unless satis- 
fied that the member is intending to pursue sound economic and financial 
policies. It is suggested that members should be free to draw 25 per cent of 
their quotas in any twelve-monthly period without the prior approval 
of the Fund; as at present these drawings would have to be repaid within 
three-five years. Drawings in excess of the annual 25 per cent of the quota 
and drawings that would increase the Fund’s holding of a member’s currency 
above 200 per cent of its quota would require the express approval of the 
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Fund. Secondly, the stand-by borrowing arrangements envisaged in the 
Bernstein Plan would be agreed among the major industrial countries them- 
selves and the funds would be lent to a special agency, distinct from the [MF 
though managed by it. This arrangement would have considerable proce- 
dural advantages—not least that it could be speedily negotiated and would 
not require any change in the Fund’s own articles. This is a major practical 
advantage; the difficulty of negotiating with almost seventy sovereign govern- 
ments a wholesale recasting of the Fund has always provided one of the 
most obvious arguments against the Triffin Plan. Recognizing this, Pro- 
fessor ‘T'riffin has recently been emphasizing the possibility of implementing 
the plan regionally—by establishing supplementary ‘“‘ Funds ”’, say for the 
Common Market countries, the Latin American common market or, perhaps 
most promisingly, for the Atlantic community as a whole under the aegis of 
the Organization for Economic Co-operation and Development. Certainly, 
this possibility merits careful examination by the study group set up by the 
OEEC at its important meeting in April to look into the impact of fiscal and 
monetary policies on members’ balances of payments. 

But even a regionalized Triffin Plan would present formidable legislative 
problems—not least in determining the investment powers of the local 
“Fund ”’. Under the plan a flight of short-term money from, say, London to 
Frankfurt would be countered by a switching of the “ Fund’s ”’ investments 
in the opposite direction. The precise range envisaged for those investments 
has not been adequately set out in drafts of the plan: presumably, the “Fund ” 
would be given far wider powers than the present IMF (which generally 
invests only in non-marketable debt). The formal definition of those powers, 
which would give the ‘‘ Fund” a considerable influence in local money 


GOLD AND FOREIGN EXCHANGE RESERVES 
($ millions) 


End- Change End- Change End- Change March 
1958 1955-58 1959 in 1959 1960 = in 1960 1961 


United States .. .. 20,582 - 1,170 19,507 -1,075 17,805 -— 1,703 17,430 
Britain .. ce .. 3,069 + 913 2,736 — 333 3,231 + 495 3,021 
Germany oe .. 5,226 + 2,150 5,015 —- 211 7,199 + 2,184 7,546 
France .. a ay 712 — 1,200 1,720 + 1,008 2,070 + 350 2,398 
Italy .. + .. 2,075 + 838 2,953 + 878 3,079 + 126 2,936 
Netherlands... .. 1,389 + £112 1,355 - 34 1,742 + 387 1,668 
Belgium ia .. 1,340 + 193 1,222 -— 118 1,422 + 200 1,443 
Switzerland... .. 2,033 + 187 2,036 + 3 2,296 + 260 2,500 
Japan .. ny. - 861 + 92 1,322 + 441 1,824 + 502 1,997 
Latin America .. 3,110 - 85 3,015 —- 95 2,965 - 55 n.a. 
of which Argentina .. 129 - 328 349 + 220 658 + 307 n.a. 
Brazil a 465 - 26 438 - 27 428 - 10 n.a. 
Venezuela... 1,050 + 524 703 -— 349 558 —-— 145 n.a. 

Overseas sterling area 6,725 —- 955 7,315 + 585 6,650 —- 655 n.a. 
of which Australia .. 1,120 + 285 1,226 + 106 843 - 383 n.a. 
India am 722 — 1,144 814 + 92 670 —-— 144 674 
International institns* 2,876 — 813 5,565 + 2,689 6,393 + 728 n.a. 
Total IMF Quotas .. 9,200 + 500 14,300 + 5,100 14,700 + 400 14,850 


* Gold and dollar holdings. (Sources: OEEC, IMF and Federal Reserve Board.) 
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markets, might prove extremely controversial. In contrast, the Bernstein 
Plan seeks to achieve the same end by what is in essence an extension both in 
time and scope of the Basle agreement (which, of course, it antedates). A 
central feature of each is the exchange rate guarantee accorded (in the one 
case by the European Monetary Agreement, in the other by the IMF agency) 
to the foreign currency—or IMF debentures—held by central banks. Like 
the Basle agreement, moreover, it is concerned primarily with cushioning the 
impact of speculative capital flows. The institutional arrangements, however, 
would differ. Under the Basle agreement an outflow of private funds from 
London to Frankfurt would be reflected in an increase in the Bundesbank’s 
holdings of sterling; privately-held balances of sterling would be replaced 
by officially-held balances—the total of sterling holdings and of the gold 
reserves would be unaffected. Under the Bernstein Plan an outflow from 
London to Frankfurt would cause the IMF agency to borrow D-marks from 
the Bundesbank and re-lend them to the Bank of England; the fall in Brit- 
ain’s liabilities to private creditors would then be matched by an increase in 
debt to the IMF agency—once again the total of liabilities and of the reserves 
would be unaffected. 

The Bernstein Plan is concerned essentially with providing a mutual fund 
that would ensure that the major reserve currencies would not be placed in 
jeopardy by massive shifts of capital from centre to centre. The present 
resources of the IMF would remain available for meeting temporary im- 
balances in current payments. The plan’s great merit is its simplicity, both 
in concept and in execution. It neatly strengthens the mechanism of inter- 
national finance at precisely the point where it most seems in need of streng- 
thening. Moreover, it is free from most of the contentious provisions—for 
example, for allowing the Fund to create credit and, in the most ambitious 
version of the Triffin Plan, for in effect winding up the sterling and dollar 
areas—that might postpone indefinitely the implementation of the rival, and 
more radical, plans. These advantages should not be dismissed lightly. The 
Bernstein Plan seems to offer the best hope of maintaining confidence in the 
major reserve currencies in the months ahead. 

The good, however, is often the enemy of the best. The simplicity and 
(relative) uncontroversiality of the Bernstein Plan would in the long run be 
defects if they diverted attention from making provision for a possible 
shortage of reserves in the future. The merit of the Triffin Plan and of the 
ingenious scheme put forward in this country by Mr Maxwell Stamp—which 
seeks to combine the flexibility, but not the supra-nationalism, of Triffin with 
the semi-automatic relending of surpluses achieved by Bernstein—is that 
they make provision for the IMF (or its regional equivalent) to create credit 
and thus, within prescribed limits, to expand the total of world reserves. 
Dr Bernstein’s proposals for incorporating IMF quotas in national reserves 
would, of course, substantially increase the effective total of reserves but it 
does not provide for any automatic or discretionary increase over the years. 
Long-term expansion of liquidity would depend, presumably, on the periodic 
negotiation of increased quotas—a cumbrous and long-winded exercise. 
Thus the Bernstein Plan does nothing that might transform the IMF into a 
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super-central bank—a project in which the Radcliffe Committee saw “ great 
merit as a long-term objective’. Nor is it, like the Stamp Plan, linked with 
the problem of financing the development of the under-developed countries— 
a problem that is likely to loom steadily larger over the years. The practical 
answer to this line of argument, of course, is that the world’s bankers and 
politicians are not yet prepared to swallow the ambitious proposals of Pro- 
fessor Trifhin, or even the ingenious ones of Mr Stamp. With luck, they 
might be persuaded to swallow—and swallow fairly quickly—the more 
orthodox proposals of Dr Bernstein. Provided that they did not then assume 
the problem of international liquidity to have been definitively solved that 
would be a very welcome step forward. 


Diminishing Disequilibrium ? 

As noted earlier, however, no plan for improving international liquidity— 
even one concerned primarily with cushioning the reserves from short-term 
capital movements—can succeed unless effective steps are taken to cure the 
fundamental disequilibrium in balances of current payments. Happily, there 
have been some encouraging signs in recent weeks that that disequilibrium 
may be diminishing. Provisional estimates indicate that America’s overall 
deficit in the first quarter of this year was running at a seasonally-adjusted 
annual rate of around $1,000 millions, compared with a rate of almost $4,000 
millions in the final quarter of 1960, and that this improvement owed some- 
thing to a strengthening of the balance of current payments and long-term 
capital. Judging by recent trade returns Britain’s balance of payments also 
appears to be improving—though it remains dangerously weak. Moreover, 
the trade deficits of Australia and Canada have been unexpectedly reduced 
by the huge purchases of grain recently negotiated by China, the financing of 
which is expected to require around $450 millions over the next three years. 
Even more encouragingly, the latest trade returns suggest that the D-mark 
revaluation (and the growing pressure of domestic demand that lay behind 
it) has had some effect on Germany’s trade surplus—which in the months 
immediately preceding the revaluation had been running almost twice as 
high as a year earlier. This first sign (more evident in the return for March 
than in that for April) that the export thrust may be weakening, coupled 
with the launching of the federal Government’s aid programme and the 
further reduction in money rates in Frankfurt, has tempted the Bundesbank 
to assert, in its annual report published last month, that Germany’s overall 
payments surplus may be expected “‘ with some degree of probability ” to 
disappear. Given Germany’s present institutional arrangements that may be 
rather wishful thinking. But at least Germany’s surplus should not present 
the problems in the months ahead that it presented in 1960. 'To that extent 
the major current source of strain on world liquidity should be considerably 
eased. Welcome though they are, these signs of an improving balance in 
current payments do not reduce the urgency of providing a cushion against 
dislocating movements of short-term capital. The world may be spared many 
panics if bankers and governments act now to strengthen the structure of 
international finance. 
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New Disciplines tor 
State Boards 


HEN the Steel Company of Wales at the beginning of last 

month announced that it had resubmitted its application for 

a licence to import American coal it presented the most open 

challenge so far to the monopoly of a nationalized industry. 
The application, it was revealed, had first been submitted after the increase in 
coal prices last autumn and had been rejected by the Board of Trade. The 
duty imposed on fuel oil in the Budget prompted SCOW to try again—this 
time announcing publicly that it was doing so. American coking coal, it 
claimed, could be landed in South Wales at 15s-30s a ton less than the local 
pits could deliver it. Continental steel makers were availing themselves of 
this cheap source of fuel; why should British steel men be put at a com- 
petitive disadvantage? ‘The National Coal Board rather unconvincingly 
retorted that the “cheapness”? of American coal was attributable to the 
slump in North Atlantic freight rates—from £6 10s a ton in 1956, when the 
Board itself was importing US coal to supplement domestic supplies, to 
around {1 5s at the moment—and that an attempt to import on any scale 
would drive these rates higher. No Ministerial decision was forthcoming 
before Parliament rose for the Whitsun recess. Obviously, SCOW’s applica- 
tion is highly embarrassing for the Government at the moment. Not 
only have Ministers recently been stressing the dynamizing effects on the 
home economy to be achieved by removing import barriers, they have also 
been emphasizing the need to run the nationalized industries on more 
commercial lines. Nothing could point more clearly to the uncommercial 
lines on which some of those industries have been run—at Government 
behest—than the sombre fact that Port Talbot can now obtain its coal more 
cheaply from Hampton Roads than from the Rhondda. 

If it were certain that the Coal Board’s prices for each of its various grades 
of coal reflected fairly accurately the cost of producing that grade there could 
be no hesitation in saying that an import licence should be granted. As it is, 
there is a strong suspicion that the users of large coal—domestic consumers 
and the railways—are being subsidized by the users of small coal, which is 
much cheaper to produce and is, indeed, in surplus. The plight of the 
South Wales steel makers lends colour to the reports that the Government 
prevailed on the Coal Board last autumn to increase the prices of all grades of 
coal by a moderate amount instead of, as commercial considerations 
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dictated, simply raising the price of large coal by a substantial amount. If so, 
the Government’s embarrassments are of its own making. Rationally, the 
first response to SCOW’s challenge should be an immediate recasting of 
the whole structure of coal prices to reflect the underlying structure of costs. 
But if the Government was not prepared last autumn to see the price struc- 
ture tilted against the householder and the railways, is it likely to be so now? 

Yet, ironically, at this moment the Government is engaged upon imparting 
a more commercial slant to the operations of the nationalized industries— 
including their pricing policies. An important white paper,* buried in the 
avalanche at budget-time, sought to give some business-like precision to the 
general financial and economic obligations laid on the industries by their 
establishing statutes. That worthy exercise, needless to say, proved more 
difficult to perform than to conceive. The “social” or “ national”’ obligations 
wished upon the industries could not, despite the drafters’ efforts, be kept 
from intruding at almost every point. Moreover, the white paper attempted 
to lay down general principles for the nationalized industries as a whole, 
merely mentioning in passing that the application of those principles would 
need to take account of the special circumstances of each individual industry. 
The result, not surprisingly, was woolly. None the less, so far as they went, 
the general principles seemed to be on the right lines. 

Encouragingly, the white paper was more forthright than might have been 
expected in acknowledging the criticisms levelled, for fully ten years, at the 
pricing policies of the industries—notably that by fixing the general level of 
their prices too low they have not covered the real costs of the resources they 
have consumed and that by paying too little attention to the costs of supply- 
ing particular consumers or services they have not allowed prices to play 
their natural réle in influencing the pattern of demand. The very fact of 
nationalization, it said, 

has tended to arouse public expectation that the products and services of these 

industries should be provided cheaply, and the boards have been continuously 


subject to pressure from public opinion [+] to keep their prices down even when 
costs and prices elsewhere have been rising. 


Partly for this reason and partly because of the “onerous national and non- 
commercial obligations which the boards are expected to carry ”’, the national- 
ized industries have earned a rate of return on their capital very much lower 
than the average earned in private enterprise. This contrast is illustrated in 
the accompanying table, compiled from the white paper. The Government 
does not blink the obvious implication: 

If the profitability of capital development is assessed on different (and easier) 

financial criteria from those adopted in industry generally, there is a risk that too 

much of the nation’s savings will be diverted into the nationalized industries. 
That that has happened in Britain is surely suggested by the fact that in the 
five years 1955-59 the broadly public industries—mining and quarrying, gas, 
electricity and water, transport and communications—accounted for 27 per 





_ 


* The Financial and Economic Obligations of the Nationalized Industries; HMSO, 1s. 
+ Only public opinion? 
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cent of Britain’s gross fixed investment whereas their output accounted for 
only 14 per cent of gross domestic product. Since the rate of return in these 
industries was much lower than in industry generally, this disproportionate 
investment must have reflected the adoption of totally different criteria. 
Indeed, on the rates of net return shown in the table, only BEA, the Post 
Office and the English electricity boards were earning sufficient after provid- 
ing for depreciation at historic cost to cover the interest on their borrowings. 
The Government, however, though belatedly showing itself alive to the 
dangers of this, shrank (understandably) from suggesting in the white paper 
any notional rate of return that ought to guide investment in the nationalized 
industries. Nor (equally understandably) did it favour letting market 
pressures dictate an appropriate return by ceasing to finance the industries 
from the Exchequer and withdrawing the Treasury guarantee from their 
future borrowings; gratefully, it endorsed the Radcliffe view that unguaran- 
teed borrowing is not a realistic alternative—‘ at least for the present ”’. 
Instead, after acknowledging that the industries “‘ have had to rely more 
heavily on the Exchequer than is healthy, either for themselves or for the 
economy’, it sought to re-define their financial obligations in a way that 
left the whole question of the appropriate return wide open. The notoriously 


NET RETURNS ON CAPITAL* 


(per cent) 

1955 1956 1957 1958 1959 
Manufacturing and Distribution re <« FWA 16.3 15.5 14.3 14.9 
Iron and Steel ae is 19.0 16.8 16.4 14.1 13.3 
National Coal Board 0.4 6.8 3.6 2.8 1.6 
Gas Council and Boards. . ai 4.0 4.4 4.5 3.4 3.3 
Electricity Council and Boards .. 5.1 4.7 5.0 a 5.6 
South of Scotland Electricity Board 4.6 5.7 4.4 4.2 4.4 
North of Scotland Hydro-Electricity Board 1.8 3.2 oa aca 3.9 
British Transport Commission .. ‘a 1.9 0.2 -06 -—-2.1 -1.3 
British European Airways 7.0 4.1 7.8 4.7 8.6 
British Overseas Airways 4.2 3.4 -0.2 -0.7 3.9 
Post Office 4.4 6.9 aon 8.0 8 .6 


* Net income (after depreciation on historic cost) as % of net depreciated assets. 


vague requirement of the establishing statutes that each industry should pay 
its way ‘‘ taking one year with another ”’ (or, in some cases, “‘ on the balance 
of good and bad years’’), it said, is in future to be taken to imply a five year 
period. Each industry will be expected to break even over five years and 
in addition to provide from revenue, first, for the additional cost of deprecia- 
tion on a replacement cost basis and, secondly, for “‘ adequate allocations to 
general reserve which will be available zmter alia as a contribution towards 
capital development .. .”” This second requirement is so vague as to be 
meaningless. No attempt is made to set out, much less to examine, the issues 
—economic, ethical and perhaps also constitutional—involved in using the 
industries’ monopoly power to levy from consumers funds for future expan- 
sion. Is the appropriate criteria here that the nationalized industries should 
seek to finance internally the same proportion of their investment as private 
industry, on average, finances internally? The Government offers no guid- 
ance. The rate of return needed to fulfil the new obligations is left floating 
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somewhere between the 6 per cent required to cover current borrowing 
costs and the 15 per cent earned by private industry in recent years. 

Undoubtedly, it is envisaged much nearer the lower figure than the 
upper. Even so, is there really any prospect that the British Transport Com- 
mission, which showed a negative net rate of return on its assets in the three 
latest years for which accounts are available, can earn an average return of 
6 per cent over the next five years? Is there much likelihood that the Coal 
Board could achieve such a rate of return? These improbabilities no doubt 
explain why the Government proposes to apply the more stringent financial 
requirements initially by agreeing with each industry individually a formula 
“for the next five years as an experimental period ’’—and to subject the 
experiment to review each year “in the light of events... ” 

Similar massive imprecisions mark the section of the white paper dealing 
with the board’s freedom to fix prices—a freedom that is essential if they 
are to meet the new financial requirements imposed upon them. The 
Government wishes to see continued, as a safeguard against possible abuse of 
the monopoly power bestowed by nationalization, the. “‘ existing informal 
arrangements ”’ whereby “ the chairmen of the boards ascertain in advance 
the views of the appropriate Ministers when they prepare to make sub- 
stantial changes in the level of their prices”. It adds, however, that if a 
board decides to modify its price proposals in deference to the Minister’s 
views it can in future require a written statement of those views, which would 
be published, and it could request that its financial obligations be adjusted. 
Certainly this is a step in the right direction; but it is questionable if in 
practice it will provide a really effective sanction against Ministerial inter- 
ference. On the fundamental point, however, the Government acknow- 
ledges that ‘‘ the industries must have freedom to make upward price adjust- 
ments especially where their prices are artificially low ”’. 

That is a major concession. But in the main the Government dodges most 
of the crucial issues. The problems presented by the industries’ “ non- 
commercial’ obligations are mentioned repeatedly, but no solution is 
suggested. Unless this issue is squarely faced the nationalized industries 
can never operate efficiently. If the Government wishes a nationalized 
industry to undertake certain uneconomic services, should those services be 
subsidized by other customers of the industry or by tax-payers—or by the 
community at large through inflation? Specifically, if the Government, for 
whatever reason, wishes householders to continue to have their coal at less 
than its true cost, should it provide an open subsidy or should it try to make 
industrial consumers foot the bill? Economically, the case for making any 
subsidy open is unassailable; politically, the hiding of it is usually more 
appealing. The Steel Company of Wales’s application to import coal sug- 
gests, however, that a hidden subsidy can sometimes be as inconvenient 
politically as the price increase it was designed to avoid. In challenging 
the Coal Board’s monopoly SCOW has forced the Government to look again 
at its attitude towards coal prices. It is to be hoped that the Government’s 
response to that challenge will reflect the freer trading and freer pricing 
precepts that it has recently been preaching. 
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Dollars—Hard, Soft, 


and Euro 


By C. GORDON TETHER 


T first sight it may seem a curious paradox that, just when the 
freeing of international payments in the western world is reaching 
an advanced stage, terms so reminiscent of war-time exchange 
aberrations as the “ Euro-dollar ” and “‘ Euro-sterling ’’, “ hard ”’ 

and “‘ soft ” dollar premiums, and the “ security pound ” should be cropping 
up ever moré frequently in the financial press. But it is a paradox that has a 
fairly simple explanation. The disintegration of elaborate exchange control 
systems before the onward march of currency convertibility is both stimulat- 
ing and facilitating the growth of international financial activity. In the 
process it is focusing attention not only on the forms of official control that 
have survived the dismantling, but also on rigidities in domestic banking 
practices that tend to inhibit the free movement of money through normal 
channels in response to ordinary considerations of supply and demand. 

Efforts to circumvent these impediments are finding expression in the 
emergence of new types of international money market activity. As they 
do so, they are creating new patterns in international payments that are 
apt, as recent experience has shown, to obstruct governmental efforts to 
influence the behaviour of national economies by monetary action—so much 
so that the re-thinking about international capital movements, which has 
already given rise to the evolution of new forms of official restriction, seems 
certain to be carried a good deal further in the next year or two. 

The purpose of this article is to examine the nature and implications of 
those types of activity that have recently become prominent in the inter- 
national money and capital markets and are of special importance to the 
western world and to Britain in particular. The first point to be made is that, 
although it is only in the past year or two that some of these activities have 
attracted much attention, there is in principle nothing novel about them. 
For example, transactions of the type handled by the so-called Euro-dollar 
and Euro-sterling markets have been going on throughout the post-war 
period (as, indeed, have the dealings in “ switch” sterling). It is the-huge_ 
growth in turnover that gives the matter its importance. 

‘The traffic is of two main kinds. One—that in security sterling and hard 
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and soft security dollars—is connected with the ebb and flow of long-term 
investment funds. The other, the traffic in Euro-dollars and Euro-sterling, 
is concerned primarily with the movement of short-term money. It is con- 
venient to consider first the business associated with long-term investment— 
partly because it is the more straight-forward of the two categories, but also 
because one special aspect of it has come into prominence quite recently. 
The growth of activity in this category, however, has been much less spec- 
tacular than that related to short-term funds. All three of the main types of 
security-exchange market—in security sterling and in the hard and soft 
varieties of security dollar—have been fairly active throughout the post-war 
period. 

These markets have survived when other special exchange markets have 
disappeared because the progressive dismantling of Britain’s exchange 
controls has not extended to the freeing of transactions on capital account. 
They have attracted attention recently because the continuance of these 
restrictions has inevitably tended to generate increased friction as interest in 
overseas investment has widened, in Britain as elsewhere. 


Security Sterling 


The market in security sterling has its raison d’étre in the fact that while 
foreigners investing in UK securities can always bring their money in by 
buying sterling in the ordinary market—and therefore at a rate that cannot 
diverge by more than #? per cent from the official parity—they cannot with- 
draw it through a similar operation (unless the investment is of strictly 
short-term character, in prescribed form), before the investment is repaid on 
maturity. But as there are no restrictions on the transfer to other non- 
residents of investment funds blocked in the United Kingdom in this way, 
the foreigner can sell his UK securities for sterling and then dispose of 
the resultant blocked sterling balance for whatever rate of exchange other 
non-residents wishing to invest in Britain are willing to pay for it. 

In point of fact, in recent years foreigners have been so anxious to add to 
their investments in Britain that such sterling has for long periods been 
marketable at a rate in terms of the dollar closely approximating to that 
ruling for current account operations (the rate for convertible current- 
account pounds sets a ceiling to the rate for security pounds since would-be 
buyers of British securities can equally use the former and will do so if 
security pounds are not available at more attractive rates). When the cur- 
rency markets buzzed with talk of a sterling devaluation in the weeks imme- 
diately following the D-mark revaluation, the gap between the two rates 
widened to between 1 and 2 per cent. But soon afterwards it contracted again, 
implying that American investors taken as a whole were still more inclined to 
add to their investments in Britain than to dispose of them. During much of 
the past month of generally falling sterling rates the value of the security 
pound has been only about one cent lower in terms of the dollar than the 
pound quoted in the ordinary market. 

The behaviour of security sterling over the past two years may suggest that 
the authorities could, with advantage, now remove the restrictions on the 
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movement of security investment funds into and out of Britain; since the 
underlying tendency of such funds has been to flow in rather than out, the 
merging of the two exchange markets would not seem likely to expose 
sterling to additional pressure. However, once a commitment were accepted 
to supply foreign currencies against sterling for the purpose of repatriation of 
foreign investment in Britain, it could not easily be discarded. The potential 
threat to the reserves in time of stress might accordingly be much increased; 
the authorities have doubtless taken the view that such an additional obliga- 
tion should not be assumed until the basic recovery in the country’s external 
payments is more assured. 


Hard and Soft Dollars 


Just as security sterling arises from UK exchange controls on the move- 
ment of foreign long-term funds invested in Britain, so does the security 
dollar arise from UK exchange controls on the movement of British resi- 
dents’ funds into investment abroad. Here again, the authorities have not 
been willing to accept commitments to facilitate net investment of this kind. 
But neither have they raised any objection in recent years to the transfer of 
the proceeds of sales of such investments from one British owner to another. 
The dollar premium, as it is called, represents the percentage addition to the 
ordinary market rate of exchange that purchasers are willing to pay for 
foreign currency resulting from such sales and available, therefore, for 
reinvestment overseas. For convenience the premium is quoted in terms of a 
dollar rate though the money involved can arise, of course, from disinvestment 
in foreign securities expressed in any other currency. 

That the premium is expressed in two forms—the hard dollar and the 
soft—is explained by the fact that, whilst the UK authorities permit money 
disinvested from non-dollar foreign securities to be reinvested in dollar 
securities, they do not permit a switch in the reverse direction. This has the 
effect of creating two pools of foreign exchange for security investment. The 
hard dollar variety can be employed only in the acquisition of American or 
Canadian securities. The soft dollar variety, resulting from sales of non- 
dollar securities, is available for use in purchasing any foreign security. 
The first of these two pools, the hard dollar one, is undoubtedly very much 
larger than the second—perhaps between ten and twenty times as large. 
One reason for this is that traditionally British investors seeking employment 
for their funds outside the sterling area have been inclined to look with much 
more favour on North America than on the other most suitable outlet—the 
Continent of Europe. Another reason is that the pool of North American 
securities has been powerfully enlarged from time to time in the post-war 
years—partly through switching out of Continental stocks into American 
when the dollar seemed much the most attractive currency to hold, and partly 
through releases of North American securities from UK official holdings. 

Even so, because Britons for a long time showed little enthusiasm for 
investment in Continental securities, the rates for the two varieties of foreign 
exchange usually stood at almost exactly the same level—until a year or two 
ago. Recently, however, they have diverged, the soft dollar having sometimes 
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commanded premiums ranging up to 10 per cent, or double that com- 
manded by the hard dollar. The reason for this is that, with the awakening 
of interest in Britain in the attractions of the Continental stock markets, the 
rates paid for security dollars have ceased to be determined, as they pre- 
viously were, largely by the extent to which British investors sought to hedge 
against a possible devaluation of the pound. Growth considerations are now 
coming to be taken into account. This has had the effect of causing the 
pressure on the pool of security exchange that is available only for purchas- 
ing non-dollar stocks to rise to a much greater extent than pressure on the 
other pool. 

Pulling in the same direction has been the fact that investment trusts set 
up to specialize in investment in Continental stocks have siphoned off sub- 
stantial segments of the smaller pool. Moreover, while the overseas sterling 
countries are permitted to avail themselves of the pool of soft dollars, they 
are denied access to the larger pool of hard dollars. 

The shortage here is now so acute that a transaction of any size may take 
a long time to complete. Because of this there is a tendency for intending 
buyers of Continental securities to hold the relevant funds in hard dollars in 
the interim, since by doing so they can at least hedge against a. deterioration 
in the rate arising from an increase in the demand for foreign securities 
connected with British investors’ feelings about prospects for the pound— 
which explains why up to a point the rates for the two pools tend to move 
in the same direction, if not at the same pace. It is evident that the inadequacy 
of the smaller pool could be eased by withdrawing the present official pro- 
hibition on the movement of money from the hard to the soft dollar pools; 
and it might be thought that there are other arguments for allowing the 
British investor more freedom to indulge his current overseas investment 
preference in this way. The official objection to doing so presumably is 
that at the moment it would not be advisable to reduce the North American 
emphasis in the third line of reserves the country possesses in its private 
holdings of foreign securities or to allow a larger part of this pool to be 
fragmented among overseas sterling area countries—as would be apt to 
happen if the soft dollar pool were materially enlarged. 


The Euro-Dollar Market 


So much for the security exchange markets. Now let us look at the activity 
in the international short-term money market that has been attracting so 
much attention. And first the Euro-dollar market. In spite of its name, 
which is related more to its location than to the commodity it handles, the 
Euro-dollar market is not engaged in trading any special kind of dollar. Its 
basic function is simply to channel the internationally mobile portion of 
dollar funds into their most remunerative employment. And the basic 
reason for the market’s existence is that, because of rigidities in the American 
banking structure, there is a very considerable margin between the rates of 
interest that idle deposits with American banks can earn and the rates of 
interest that American banks charge for dollar accommodation. 

‘As had already been indicated, the redeploying of dollar funds for such 
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purposes has been going on throughout the post-war period.* But it is only 
during the past two to three years that the trafic has assumed a weighty 
character. It would seem that it began to evolve in its present form because 
of the desire of some Eastern European banks to lodge their dollar funds with, 
European banks a leave them in accounts with American banks— 
their feeling presumably being that this would reduce the risk that such 
resources might be immobilized as a result of some future international | 
clash. But the main impetus has undoubtedly come from a number of other | 
factors. One is the general establishment of currency convertibility in | 
Europe and the accompanying relaxation of earlier rules requiring banks and 
business firms to hand over to their exchange control systems any dollar 
balances in excess of their immediate needs. A second is the emergence of 
tight money conditions over a large part of the world as increasing use came 
to be made of monetary weapons of economic control. And a third is the | 
general awakening of banking institutions to the advantages of the mobiliza- 
tion of resources by such means, both in adding to their own resources and} 
in giving added opportunities for profitable dealings as middle-men. Finally 
there was the emergence during 1958-60 of a major overall deficit in th 
American balance of payments and the consequent tendency for dollars to 
pile up in foreign hands—since America’s central bank creditors through 
much of this phase were prepared to hold dollars rather than demand their 
conversion into gold. 

The raw material of the Euro-dollar market consists, as already noted, in 
the pool of dollars owned by any non-residents of the United States—it is 
not limited to the dollar holdings of Europeans. But the pool is not a fixed 
one. In these days of convertible currencies it can—and does—expand as 
a result of conversions of other currencies into dollars and also as a result of 
the temporary transfer to non-resident institutions of dollars owned by 
Americans; and it will contract when these processes are reversed. The 
dimensions of the market are impossible to calculate with any degree of 
accuracy. But it seems almost certain that it deploys considerably more than 
the $1,000 millions that is a fairly generally accepted estimate of its size. The 
deposits it uses are mainly derived from commercial banks and the bigger 
private business concerns, though some central banks are said to employ 
funds in this way from time to time. 

The money is lent, broadly speaking, to other banks and major business 
concerns. But though the sums involved are sometimes converted into 
other currencies, there is no evidence that the growth of this business has 
resulted in any appreciable loss of deposits to the American banks, in spite 
of the fact that it is the unattractive character of their deposit rates that is to-a 
substantial extent responsible for its entering this market. The funds involved 
are devoted to the financing of trade and other activities, and although this 
entails the passing of the dollars from hand to hand, it results only compara- 
tively rarely in a final withdrawal from the American monetary system (as, for 
instance, when the funds reach an overseas monetary authority that elects 





ona See also ‘‘ Dollar Deposits in London ”, by Paul Einzig, in The Banker for January, 
60.—ED. 
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to require conversion into gold in New York). The processes at work can be 
compared with those involved when. deposits are taken from the commer- 
cial banks in Britain for employment at higher rates with hire purchase 
finance houses: the utilization of the funds by the finance houses causes them 
promptly to return to the banking system in one way or another, so that 
while the pool of resources available for hire purchase finance has been aug- 
mented, the resources of the banking system have not diminished. 

The main centre for Euro-dollar activity is unquestionably London: the 
highly-developed character of its links with banking houses in all parts of the 
world put it in a specially favourable position to play a leading part in organiz- 
ing what has become a vast international financial traffic. Some indication 
of the scale and importance of this business in London can be obtained from 
the table on page 402, derived from the new series of statistics relating to 
the different categories of banking institution operating in the United 
Kingdom.- The tremendous expansion this shows in deposits on the one 
hand and lendings on the other of the four groups of banks in London that 
have been most active in the Euro-dollar market during the past few years 
cannot, of course, be wholly put down to their work in the Euro-dollar 
market. But this has undoubtedly shown phenomenal growth. It is interest- 
ing to observe that, over the same two-year period, UK holdings of dollar 
balances outside official ownership rose from the level of $650 millions near 
to which they had been standing for several years to $1,240 millions, a pointer 
to the way in which the British banks were encouraged to develop inter- 
national banking business of this and similar kinds by the relaxation of 
official requirements governing private holdings of American funds. 

The other main centres for Euro-dollar business are Paris and Amsterdam. 
Curiously, Swiss centres have not been very active in this field, presumably 
because the abundance of money within the country and the acute shortage 
of staff has made their banks less anxious to stimulate the inflow of new 
deposit business than banks in other European countries. 

With the exception of the clearing banks, whose agreement among them- 
selves not to pay for deposits any higher rate than 2 per cent below the ruling 
Bank rate inhibits them from directly competing for deposits, nearly all 
domestic and foreign banks represented.in London of any size operate to 
some extent in the Euro-dollar market. But some groups are much more 
active than others—notably the British overseas banks, merchant banks 
engaged primarily in international business and the UK branches of Ameri- 
can banks, the latter being doubtless anxious to make up by this means for 
the loss of business caused-by the relative decline in the importance of New 
York as an international financial centre that the rapid development of the 
Euro-dollar market has brought in its train: And some banks within these 
groups are much more active than other members of the same group. A list 


of top names in the market at the moment would include, for example, such 


widely differing types of institution as the Bank of London and South 
America, Schroders, the Société Générale, the Australia and New Zealand 
Bank, Kleinwort Benson, and Brown Shipley—the last two institutions 
claiming to be the originators of the market in its present form. 
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Some banks initially took an interest in the building up of Euro-dollar 
deposits because they saw it as offering them a way of obtaining resources to 
finance the expansion in their business that in modern conditions would be 
hard to procure otherwise; subsequently they realized that it could also 
provide them with a valuable additional source of income if they took full 
advantage of their connections with potential borrowers and lenders to 


develop middle-man functions. This might well, for instance, have been the [ 
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case with an institution such as the Bank of London and South America. | 
Since its basic customers in Britain and in Latin America are more interested, | 


generally speaking, in borrowing to finance their activities than in using it as a 


depositary for surplus money, the funds to support a growth programme of | 


the order it had embarked upon would have been difficult to find with- 
out employing new methods. This may have tempted it to go into the Euro- 
dollar business at the start; but in the event it has been so successful in 
generating business that today it is almost as active on the lending side as 
it is on the borrowing. 


Variations in Rate Margins 


The participating banks derive their reward mainly from the difference 
between borrowing and lending rates, but since the business often involves an 
exchange transaction—where, for example, the dollars are to be converted 
into another currency for use in internal financing—their foreign exchange 
earnings may benefit materially too. ‘The extent of the interest margin 
depends on a variety of factors. An obvious one is the current structure of 
short-term interest rates in the United States itself, for the lower the rates 
offered on short-term balances there, the more inclined overseas holders of 
dollar balances will be to turn to the Euro-dollar market. Another is the 
standing of the borrowing institution itself; the ““ best names ”’ are usually 
able to quote a slightly lower rate for deposits than others. A third, and 
most important consideration, arising on the other side of the account, is 
the overall credit standing of the eventual borrower. ‘Thus, in the recent 
past, Japanese banks have found themselves being asked to pay rates as much 
as 2 per cent beyond the current deposit rate in the Euro-dollar market. 
This is not necessarily because they are themselves distrusted by the lending 
institutions but because there is considered to be a danger that the weight 
of short-term commitments Japan has built up in recent years will lead 
to a financial crisis, in the course of which restrictions might be placed on 
the repayment of such obligations. 

Where no unusual credit risk is involved, the margin between borrowing 
and lending rates will usually be much narrower than this, say between } and 
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4 per cent for very short-run operations. In any case, the borrowing bank | 
will usually be able to give the depositor a somewhat higher return than he | 


could get in the American money market. On a typical day in the past 
month, for example, he would have been offered about 3 per cent for money 
at call, about 33 per cent for money on one month’s notice and around 34 per 
cent for three months’ money, whereas the most a New York bank could 
pay him and still comply with the official Regulation Q would have been 
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24 per cent for a three months’ period. Yet, on the lending side, it can 
still offer most borrowers better terms than they would get if they sought 
to borrow from a New York banking source. Thus the average US bank 
lending rate for standard commercial financing in recent months has been 
in the region of 5 per cent and since it is usually a condition of such advances 
a part of the loan is kept on current account with the bank, the effective 
rate will be } to 1 per cent higher than that. 

\Naturally, where the money is to be converted into another currency, an 
important factor in determining the profitability of a proposed transaction 
will be the cost of covering the exchange risk. Though the practice of placing 
money without such cover seems to have become more popular with the 
smaller banks in recent years, major institutions still regard it, generally 
speaking, as quite inappropriate to carry exchange risks of this kind them- 
selves. But as the rates at which dollar deposits can be borrowed are low by 
world standards (even though above the rates the same money is commanding 
in New York), it is still often possible to convert them into another currency 
for employment and show a “ turn ”’ after covering the exchange risk in full. 
It can be assumed, for example, that a sizeable part of the additional money 
which was made available by the four groups of banks to UK local authorities 


ACCEPTING HOUSES AND OVERSEAS BANKS IN LONDON 
(£, millions) 


DEPOSITS 
UK Overseas Other Overseas 

Residents Banks Customers Total 

British Overseas Banks End-1958 133 337 102 573 
End-1960 212 347 208 767 
American Banks End-1958 61 29 39 129 
End-1960 100 199 91 | 389 

Other Foreign Banks End-1958 23 111 37 171 
End-1960 60 211 40 311 

Accepting Houses End-1958 100 46 66 212 
End-1960 174 130 120 424 

Total of Four Groups End-1958 317 523 244 1,085 
End-1960 546 887 459 1,891 

ADVANCES 
UK Other Other 
Local UK Overseas Overseas Total 
Authorities Borrowers Banks Borrowers 

British Overseas Banks End-1958 8 64 79 21 173 
End-1960 35 108 136 41 320 

American Banks End-1958 — 55 11 15 81 
4 End-1960 4 78 222 12 315 

Other Foreign Banks End-1958 26 22 20 + 72 
End-1960 62 43 71 16 191 

Accepting Houses End-1958 27 41 12 16 95 
End-1960 55 110 51 38 254 

Total of Four Groups End-1958 61 182 122 56 421 


End-1960 156 339 480 107 1,080 














in 1959 and 1960 came from an increase in their Euro-dollar activities. 
Euro-dollar market operations, on both the borrowing and lending sides, 
are almost invariably short-term operations. They are rarely made for periods 
of more than six months, and the preponderance of the business is in trans- 
actions that are either at call or for periods of a week to three months. Though 
the money can play a significant part in financing official spending and other 
domestic activities—as in the UK local authorities—the major part is em- 
ployed in trade financing, either directly or indirectly in the sense that it 
enables banking houses to undertake business of this kind that would other- 
wise be beyond their capacity. Once the necessary borrowing and lending 
networks of connections have been woven, the big problem for the banks 
engaged in the traffic is that of the credit risk—the problem of making sure 
that they do not expose the money they have borrowed to undue risk by 
lending it to a bank or other institution that is assuming excessive commit- 
ments—or to a bank or institution in a country that may be making the same 
mistake. ‘T'o protect themselves against this danger, most banks fix quotas 
for particular borrowers. But as they can have only a limited knowledge of 
what business other banks in their own country are doing with any particular 
customer, and even less knowledge of the extent of the commitments the 
customer is assuming in other countries, this is not a sure protection. 


Dealings in Euro-Sterling 


The Euro-sterling market is on all fours with the Euro-dollar market in a 
structural sense—except, of course, that the raw material it is using is derived 
from the sterling holdings of non-residents of the sterling area. As in the 
case of the Euro-dollar, the type of transaction it is handling—the borrowing 
and lending of sterling outside the country of the currency concerned—is by 
no means new. But the market as it exists today is a comparatively recent 
growth—even more recent, indeed, than the Euro-dollar market. 

London is debarred from acting as a centre for this activity. For though 
British banks other than clearing banks are fairly free, unlike American 
banks, to enter into rate-competition for deposits, all banks in the United 
Kingdom are debarred by exchange regulations from making advances abroad 


without official consent. Though the gap between the rates that short-term | 


money can earn in London and the cost of sterling loans there is not so wide as 
the corresponding gap in New York, it is sufficient to provide scope for the 
diversion of both types of business on a matching basis to foreign centres— 
especially when, as in the past year or so, monetary policy has been making 
credit hard to come by in London anyway. During the past month, for 
example, French banks have been offering rates of 54 per cent for Euro- 
sterling deposits, or more than 2 per cent beyond the clearing banks’ time- 
deposit allowance and well in excess of the current Treasury bill rate. 

The largest Euro-sterling market is in Paris. Its share of the business is 
stated to have attained substantial dimensions at times during the past few 
months, turnovers of £10 millions a day having been mentioned. 

The wider implications of these several varieties of international traffic 
can now be broadly assessed. Except that the increasing disparity between 
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the prices at which foreign securities can be purchased and the prices they 
effectively command at home after allowing for the exchange premium adds 
materially to incentives to evasion of exchange controls—and thence to a 
possible increase in the illicit outflow of capital—the upsurge in activity in 
the markets handling long-term investment money has little general signi- 
ficance. It shows that restrictions on the movement of capital funds are 
becoming a more serious practical obstacle to the mobility of capital. But 
that is something that little can be done about so long as the UK authorities 
will not sanction an overall increase in investment abroad and yet insist upon 
putting the main emphasis upon the Commonwealth in allocating such 
foreign exchange as they will spare for this purpose. 


Benefits — and Disadvantages 


On the other hand, the rapid growth of short-term international capital 
market activity such as that handled by the Euro-dollar and Euro-sterling 
markets has important implications beyond.the fairly obvious one that it can 
add materially to the resources and the earnings of the banks that are organi- 
zing it. Its broad economic effect is to speed up the velocity of circulation of 
money on an international plane by making the existing stock of money work 

harder—just as the development of an active market for hire purchase finance 
\ house deposits in Britain has speeded up the velocity of circulation of money 
on the national plane. Up to a point, this is a process that can be most useful. 
(It must, for example, have cured many financial headaches during the past 
year or two that would otherwise have obstructed the flow of international 
Lode 
But it has to be recognized that it may have serious disadvantages as well. 
In the first place it may make it too easy for deficit countries to borrow funds 
abroad and thereby encourage them either to defer corrective action for too 
long or to accept commitments that may in time become a serious embarrass- 
ent. It could be argued with some force that both Britain and Japan will 
be worse off in the end because they have been able to lean so heavily on the 
market in Euro-dollars and similar forms of short-term foreign money during 
the past year or two. Secondly, it is clear that the functioning of these 
| markets, by setting funds that are lying semi-idle in one country to work for 
| another, can frustrate in major degree the work that domestic monetary 
\controls may be doing in conditioning internal economic situations. In 
\particular, the conversion of such funds into local currency by the banking 
system as a whole can be an instrument forcing the central bank to create 
¢redit. Certainly, during the past twelve months the flow of Euro-dollars to 
Germany and Japan neutralized to a very considerable extent official mea- 
sures to combat inflationary trends through monetary stringency. 

\New forms of official control can and are being developed to counter this 
lagt unwanted by-product of the impressive improvement that has taken 
place in the organization of the international market in short-term funds, It 
seems certain that this and the other more worrying aspects of the Euro-dollar, 
Euro-sterling and similar phenomena will be continuing to attract a good 
deal of official attention in the future. 
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South Africa Faces 
Its Crisis 


By A SOUTH AFRICAN CORRESPONDENT 


N May 31 South Africa became an independent republic out- 
side the Commonwealth. From the political standpoint, this 
event must be regarded as the culmination of the struggle of 
Afrikaner nationalism to return to the state of affairs that existed 
in the Transvaal before the Anglo-Boer War. The Prime Minister promised 
his supporters that this was the final step needed to bring about a union 
between English and Afrikaans-speaking South Africans and thus lay the 
foundations for a rapid solution of the wider race problem. but if any 
hopes were raised then, they have since been shown to have been sadly 
misplaced. Instead of enjoying the harmony promised during the refer- 
endum campaign of last year, the country now appears to be more divided, 
more isolated and more uncertain of the future than ever before. These 
uncertainties have already had major repercussions. In the weeks since 
Dr Verwoerd left the London conference of Commonwealth Prime Ministers 
there has been a steady build-up of tension with growing fears of violence, 
while the economic sphere has seen a cumulative deterioration of financial and 
business confidence, giving rise to rumours of plans to devalue the Rand— 
that other new emblem of nationalism that has recently displaced the South 
African pound. Last month, accordingly, the Government was belatedly 
devising and bringing into force a series of measures designed to strengthen 
the defences of the siege economy—and perhaps also to improve its chances 
of getting outside aid. 

Informed observers have long been aware of the hidden dangers of 
South Africa’s race policies. Ever since the Nationalists won their first 
narrow victory at the polls in 1948, they have made their intentions clear 
and have rigidly clung to them, refusing to meet reality with compromise, 
always doggedly retaining a steadfast faith in themselves and in the 
righteousness of their cause, even where this meant economic sacrifice. 
In the early years following their coming to power the South African 
economy was particularly prosperous. The post-war boom continued into 
the period of the Korean War, while a growing awareness of the great 
wealth of the new West Rand and Free State goldfields acted as a magnet 
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to overseas investors. The economic prospects were so favourable that 
at this stage there appeared little need to worry about wider political issues. 
Somehow, it was felt, politicians were bound to fit into the new environment 
that was being shaped by the changes taking place in the economy. 

It is only lately, indeed, that South Africa’s strong economic constitution 
has been showing signs of serious deterioration, necessitating the emer- 
gency measures which are aimed principally at halting the heavy drain on 
the country’s foreign exchange reserves. It is, of course, a country richly 
endowed with all the ingredients necessary for industrial prosperity—and it 
was this great economic promise of prosperity that postponed for so long the 
now rapidly deepening crisis of confidence in the country’s future. 

The present situation is the direct outcome of the tragedy of Sharpeville 
which reflected the frustration and bitterness of South Africa’s non-Whites. 
It was the climax of an era. Politically the country could never be the 
same again. And it also soon became abundantly clear that the outside 
investor no longer had much confidence in the ability of the South African 
Government to reach a peaceful solution to its problems. Nevertheless, 
within the country itself, confidence remained: South Africans showed 
themselves willing to absorb the securities that overseas invéstors sold. 
Then, in spite of the further shock that followed Dr Verwoerd’s victory 
in the republican referendum, hope still ran high among businessmen 
that South Africa would be able to retain her membership of the Common- 
wealth as a republic. 

It was not surprising, therefore, that the news of South Africa’s with- 
drawal from the Commonwealth was followed not only by a further loss 
of overseas confidence, but by a widespread deterioration in local con- 
fidence stemming from the general uncertainty about the implications of 
the break. In spite of the fact that there has been no clear indication of 
the likely trade arrangements between South Africa and individual Common- 
wealth countries, particularly the United Kingdom, the South African 
Government clings to the hope that during the period of the “ standstill ” 
arrangement* it will be possible to obtain for South Africa a status similar 
to that enjoyed by the Republic of Ireland. It is clear, however, that 
this optimism is not shared by others. The economic scene is now 
dominated by the pessimism of both outsiders and South Africans—a 
pessimism that has been reflected in a sharp fall in the price of South African 
securities and an almost continuous outflow of capital. 

The country is faced with a crisis of confidence as great as any in its 
history. Politically its leaders have chosen isolation. It now remains to 
be seen whether Dr Verwoerd has decided in favour of economic isolation 
as well. He may well have little other choice if he is determined to con- 
tinue rigidly along his chosen path. 

The immediate problem is to halt the serious drain on the reserves, 
which during the third week of May dropped to under £75 millions— 


* Legislation has been introduced both in South Africa and in the United Kingdom in- 
stituting a twelve months period of grace during which officials of both countries will be 
able to study the implications of South Africa’s break with the Commonwealth and possibly 
negotiate bilateral agreements. Meanwhile the status quo will be retained. 
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their lowest since 1958. ‘This brought the loss since mid-March up to over 
£22 millions. 'The reserve now stands at less than half its pre-Sharpeville 
peak, and at fully £11 millions less than at mid-December last, in spite of 
the fact that it was buttressed early this year by the crediting of South 
Africa’s drawings of its first tranche (equal to {13.5 millions) from the 
International Monetary Fund. ‘The fact that this aid had been swallowed 
up, and that South Africa is now applying for further assistance, obviously 
necessitated the sort of remedial action that might be expected to be 
required by the Fund. The South African authorities are evidently seeking 
to close the gap in their external payments without having to take the 
unprecedented and drastic action of placing restrictions on the right of 
non-residents to repatriate capital—and likewise, it must be presumed, 
without recourse to devaluation. ‘Three separate categories of measures 
are being applied—import restrictions, a stiffening of exchange control, 
and a tightening up of domestic credit. 


Emergency Measures 


The machinery of import control had never been abolished in South 
Africa and therefore it was only necessary to reimpose and tighten up the 
licensing system. The first cuts were made in the original allocations for 
projected 1961 imports, and there was a further reduction at the end of April. 
Then, early last month, the Minister of Economic Affairs, Dr Diederichs, 
announced a more drastic cut, bringing the hoped-for saving in 1961 up to 
£100 millions. This is to be achieved by further reductions in allocations for 
goods already restricted (involving some cancellations of permits already 
issued) but also by greatly extending the scope of the licensing system. 
Luxury goods are either totally excluded or drastically cut, while textile piece 
goods, plant and equipment are now on the restricted list; and there will be 
stricter control of car imports. 

Exchange control restrictions have likewise been intensified. Tourist 
allowances have been cut from {£1,250 per trip to £10 a day per adult, 
with a maximum of £500 in any calendar year, and the emigrant’s allowance 
has been cut from £10,000 per family to £5,000 per family, reduced by the 
value of assets held abroad. At the same time, legacies to heirs abroad are 
now restricted to £10,000, although the interest on the remainder is freely 
transferable. Capital transfers by South African residents are to come under 
close scrutiny, and legislation is being introduced to compel South Africans 
to declare their holdings of foreign assets. ‘There have been signs of a flow of 
domestic funds out of the country during the past few months, so that the 
new regulations might bring to light substantial hidden assets abroad, 
although it may prove to be difficult to enforce these rules. On May 16, ten 
days after the announcement of the principal measures, the Reserve Bank 
discontinued the grant of forward exchange cover for imports of consumer 
goods and for dealings in South African securities, causing a virtual 
cessation of arbitrage between London and Johannesburg. 

In the purely monetary sphere measures have been introduced with the 
object of curbing credit. ‘The Bank rate was increased by 4 per cent to 
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5 per cent and this has been followed by a sympathetic upward movement 
of other short-term rates. More significantly, the authorities have reversed 
their policy of neutralizing the credit-contractionary effects of the capital 
efflux. ‘The commercial banks’ minimum reserve ratios, which were 
reduced from 10 to 6 per cent as soon as the new powers of the Reserve 
Bank took effect two months ago, were last month raised to 8 per cent, 
and the banks have been asked to show greater restraint in the granting 
of overdrafts, especially where these would be likely to be used in any manner 
that would cause further pressure on the reserves. 

In considering the impact of this succession of regulations, which at 
the time of writing are still in the course of formulation, one must remain 
in doubt about long-term objectives. ‘The short-term motive is clear: the 
correction of an adverse payments balance brought about by the heavy 
capital outflow. The achievement of this narrow objective will not, of 
course, change the circumstances that have caused the outflow in the first 
place; this would require political action.. Certainly Dr Verwoerd has no 
intention of altering his policies; if he had, he would have shown a greater 
willingness to meet some of the objections to apartheid of his former 
Commonwealth colleagues. Is it his intention, then, to use the present 
measures to seal off, so far as possible, the South African economy from 
the rest of the world ? 

The concept of a siege economy is not without some attractions to a 
government determined to turn its back on world opinion. For some 
time now there has been a significant debate on the question whether 
South Africa could sustain itself without foreign capital. One observer, 
the chairman of the Industrial Development Corporation, Dr van Eck, 
has indeed expressed the view that not only could South Africa do without 
foreign capital, but might, in fact, be better off without it. The question 
is not so much whether a siege economy is possible, but rather at what 
cost it can be achieved. In this regard the significant determinants are: 
(a) South Africa’s ability to generate savings sufficient to provide not only for 
its own development but also for contractual repayments of certain overseas 
debt and—so long as the efflux of private capital continues—for repayment of 
those borrowings as well; (6) South Africa’s assured world market for basic 
exports, gold, diamonds, base metals, wool and the like, and to a less 
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extent, the British market for fruit and wines; (c) the realities of boycotts 
and prohibitions on manufactured goods, which have in any case closed 
many markets, especially in Africa, to South African products. 

Exchange and import control are intended to enable the authorities to 
maintain contact with the outside world in accordance with South Africa’s 
ability to earn foreign exchange—this being determined on the one hand 
by earnings from basic exports and the rate of foreign capital repatriation 
and, on the other hand, by the need to import essentials. The Minister 
of Economic Affairs has made it clear, however, that while the main object 
of the revived import control is to save foreign exchange, it is also hoped 
that it will give local manufacturers the stimulation needed to supply 
these goods. Manufacturers prepared to make up deficiencies will be given 
preferential treatment, and Government departments will be encouraged 
to purchase South African manufactures wherever possible. Furthermore, 
motor car assemblers are to be compelled to include in their built-up 
vehicles a wide range of locally-made components. Already, therefore, 
government policy is turning towards the aim of self-sufficiency. The project 
for the production of an all-South African motor car, which has reached the 
blue-print stage, may seem to it the more desirable as a potential saver of 
foreign exchange. For the same reason plans are in hand to raise substantially 
the output of oil products from coal. 

The new import controls may encourage, at some imponderable cost in 
productive efficiency, and with the sacrifice of consumer choice, these and 
other steps in autarky. The capital developments involved will, however, 
make an additional demand upon savings, which in itself would set limits to 
the pace of the movement even if it enjoyed general support. And it needs to 
be emphasized that this new round of import restrictions cannot be expected 
—as a recent article in The Banker pointed out*—to yield one advantage that 
accrued to South Africa from the 1948 round, the advantage accruing from 
the desire of big international manufacturers to set up their own factories 
inside the ring fence. Some of them are now finding these ventures an 
embarrassment—because their goods are liable to boycott when offered 
outside South Africa itself. 

The harm caused by Dr Verwoerd’s official intransigence is now becoming 
painfully real. While it may be possible for the Government to prevent the 
present tense situation from leading to violence, the mounting number of 
official provocative acts—police raids, mass arrests, partial mobilization and 
alarmist statements—are rapidly creating an atmosphere of near-hysteria 
that could do lasting harm to the country as a whole. The Government 
appears to have lost its nerve and is now taking panic measures. The political 
situation must therefore remain dangerous and so long as that is so the 
economy will be under strain; only by coming to terms with reality can South 
Africa pass into more tranquil times. And in those terms the siege economy 
becomes as much a part of the dream world of Dr Verwoerd as his ideal of 
complete apartheid. 





* See ‘‘ Dr Verwoerd and the Foreign Investor’, by Ralph Horwitz, March, 1961. 
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Hidden Reserves—‘“‘ Sheer Sophistry ”’ 


OR a good many years past it has been established as a principle 

of British law that the accounts which public companies must submit 

annually to their shareholders must contain the fullest and most 

accurate possible information about the finances, the value of the 
assets, the reserves and the profits of their undertakings. 

The last Companies Act—that of 1948—laid down in its eighth schedule 
the accountancy requirements which at the moment govern the generality 
of public joint stock companies. But, following the recommendations of 
the Cohen Committee which preceded this legislation, the Act also admitted 
certain exceptions to the requirements. Banks, discount companies, 
insurance companies (and also by regulation of the Board of Trade shipping 
companies) were exempted from complying with certain requirements. 

These exemptions have ever since been a subject of vehement controversy. 
And with the appointment of a new committee, the Jenkins Committee, in 
preparation for the passing of a new Companies Act, the flames of con- 
troversy have been fanned. In its last issue The Banker gave an account of 
this matter of “‘ undisclosed”’ banking reserves and in particular a full 
summary of the oral evidence submitted to the Committee by four representa- 
tives of the London clearing banks. 

My excuse for pursuing the matter further is that this is a subject on 
which I feel strongly and that I doubt whether the point of view which 
I hold has yet been put forcibly enough. Not to beat about the bush, I 
hold that the case put forward by the bankers has no merit in it whatsoever 
—that it is, in fact, sheer sophistry. 

Consider first what it is that the banks (and discount houses and insurance 
companies) are allowed to do which is not permitted to the ordinary run 
of companies. Their privileges can be stated almost in words used by 
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Lord Jenkins in opening his examination of the banker witnesses before 
his committee: (1) A company qualifying for exemption is allowed to make 
reserves and provisions out of revenue before arriving at its published 
profit and without disclosing the amounts so deducted. (2) The exempted 
company is not obliged to distinguish between reserves and provisions or 
to disclose transfers to or from such accounts. (3) The company need not 
state the market value of its investments but can simply describe them as 
“at or under cost’’. (4) The company need not disclose the method 
adopted in the valuation of fixed assets or show separately any amount 
allowed for depreciation. 

What this boils down to is that a bank, unlike the general run of com- 
panies, need not disclose the amount of its reserves or any changes therein 
and, consequently, need not publish the amount of its profits. The amount 
of taxation to which a bank would be liable would naturally be known to 
the Inland Revenue but neither it nor the true profits nor the amount of 
the reserves would ever be disclosed to the public or to shareholders. 


Strength through Obscurantism ? 


Various reasons have been given for according this privilege of suppression 
of information to banks and a limited number of other companies. The 
Cohen Committee on Company Law Amendment, after stating in words 
which could hardly be bettered the reason in favour of disclosure of 
accounts (‘‘ if there is no detailed disclosure in the profit and loss account, 
undisclosed reserves accumulated in past periods may be used to swell 
profits when the company is faring badly and the shareholders may be 
misled into thinking that the company is making profits when such is not 
the case.... Such abuses are rare... none the less the practice has the 
unfortunate result that shareholders and investors and their advisers have 
not the information to enable them to estimate the real value of their 
shares.... We do not believe that, if fully informed, shareholders would 
press for excessive dividends and we are in favour of as much disclosure 
as practicable. . . .’’), nevertheless found that there were certain groups of 
companies that should be exempted from this salutary rule of as much 
disclosure as practicable. For this recommendation the Committee gave 
two main reasons. In the first place in the case of the financial companies 
involved, “‘the interests of the depositors and the policyholders respec- 
tively outweigh the interests of the shareholders’. Secondly, the reputa- 
tion for stability of these companies is a national asset of great importance 
which ought not to be endangered by adverse movements in the values of 
their assets and particularly their very large holdings of Government and 
other gilt-edged holdings brought about by political disturbances and 
economic conditions, national and international. ‘‘ In such circumstances ”’, 
comments the Cohen Committee, “ it is desirable that their financial strength 
should be even greater than may appear ”’. 

I confess that I do not understand either of these arguments. If a bank’s 
deposits or a life assurance company’s policies ‘‘ outweigh ”’ the interests 
of the shareholders, in what way is that an argument for keeping both 
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depositors and policyholders and shareholders equally in the dark regarding 
the companies’ funds? Boards of directors who administer the companies 
and their reserves are appointed by the shareholders and not by depositors 
or policyholders and if it is held that the interests of these latter are not 
being adequately looked after, surely the remedy should be to provide in 
some way for their direct representation on the board and not to devise 
methods of withholding vital information from both. And as for the con- 
tingency of a heavy fall in security values, I should have thought that the 
objective of those who believe in seeking strength through obscurantism 
would be to ensure that the bank’s financial strength should appear even 
greater than it is and not that it should be even greater than it may appear. 

However, let us pass on from these fifteen-year-old views of the Cohen 
Committee to those developed by the bankers of to-day before the Jenkins 
Committee. As indicated, they hinged on the same assumption that con- 
cealment of the reserve strength of the banks was of vital national importance 
in that it was necessary for the preservation of popular confidence in the 
stability of the banks. In their memorandum to the Jenkins Committee, 
the clearing bankers based their claim for exemption on, amongst other 
arguments, the assertion that ‘‘ unquestioning confidence in the stability of 
the banking system is a national asset of the first importance ”’. 

Lord Jenkins in examining the witnesses questioned whether to speak 
of “unquestioning confidence in the stability of the banks’”’ was not 
‘‘ putting it rather high” but he got the reply (from Mr Thornton) that 
the bankers did not accept that assertion. So we get the assuredly astonish- 
ing proposition from the bankers that the concealment of the amount of 
bank reserves is consistent with (is even the condition of the existence of) 
a state of unquestioning confidence of the public in the stability of the banks. 
It makes no difference apparently whether in fact the reserves are at an 
agreeably high level or whether, by reason of Stock Exchange price fluctua- 
tions or losses on loans, they are unpleasantly low. In either case, so long 
as secrecy shrouds them, there can be no question of mistrust on the part 
of the public. I am afraid it does not make sense to me. 

Sir Oliver Franks, in his framing of the argument, was more subtle. 
The question of exemption of the banks was not a matter of principle but 
of expediency. Sir Oliver apparently accepted the general principle of 
disclosure which the Cohen Committee had adopted for joint stock com- 
panies in general. The banks were a special case. ‘They were special in 
this sense that whereas ordinary industrial companies concerned themselves 
with “ physical assets, maybe raw materials, maybe semi-processed products, 
maybe finished goods’’, the banks dealt in something quite different, 
namely, money. ‘The difference lies in the fact that the “ stock-in-trade ”’ 
of the banks—money—can be more immediately and more pervasively 
affected by a change in confidence than can a change in the physical assets 
of an industrial company. 

So here we have Sir Oliver introducing a new theme, the theme of “ the 
power of rumour and group psychology ” which in his view applies in 
greater measure to money than to tangible assets and accounts for the 
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phenomenon of “a run on the bank’”’. I wonder. After all, all account- 
ancy, all balance sheets and profit and loss accounts are presented in terms 
of money. ‘There is nothing special in that respect about a bank balance 
sheet. And the history of commodity markets will reveal just as many 
panics and scares as that of banks. In any case, one always comes back 
to the basic question: What solid reason is there for thinking that you can 
buy off distrust by secrecy ? Sir Oliver made play with the great swing 
in the value of investments or lending losses that might take place in a 
single year, and that could be out of all proportion to the profits of that 
year. He instanced, for example, the fall in the value of gilt-edged holdings 
sustained by three of the clearing banks in September, 1954, to September, 
1955—in one bank £44 millions, in the second £47 millions and in the 
third £33 millions. 

Conversely, he agreed that there was the case of a bank doing extremely 
well and making profits that might provoke shareholders to press for higher 
dividends. In both cases it is plain enough that directors are relieved 
from inconvenience and trouble in trying to allay the fears of shareholders 
or to resist their demands as the case might be. As a member of the 
Committee, Mrs Naylor, commented when examining representatives of the 
British Overseas Banks who were also pressing the non-disclosure case, 
“You are in an awkward position because you want to look both richer 
than you are and poorer than you are ”’. 

In these circumstances there is surely the best possible case for abandon- 
ing the exemption of the banks and compelling them to disclose the value 
of their reserves at each balance sheet date, as other companies are com- 
pelled to, and so to allow their shareholders and the public to form their 
own opinions on how rich or how poor they may be? ‘The object of the 
granting to the banks of exemption from the accounting rules that other 
companies have to obey can only be to allow shareholders to form false 
views regarding the state of their banks. 


Maginot Bluff 


I prefer, to Sir Oliver Franks’ tortuous explanation of the requirements 
of the national interest, the straightforward assertions of Mr George Wood- 
cock, the TUC General Secretary, who also gave evidence before the 
Jenkins Committee. Faced by the Chairman with the suggestion, “* There 
is nothing wrong in keeping a secret reserve—something in hand behind 
the scenes ?”’, Mr Woodcock gave this reply. ‘‘ No—but there may be 
something wrong in leaving the impression that that may be the position 
when in fact it is not. I suppose the reason why the banks refuse to dis- 
close this information is on the assumption that, if they were in a difficult 
position, nevertheless the fact that they had never published anything 
would lead the public to think that things were all right anyhow. Now, 
where does the advantage lie—in maintaining the bluff argument or not ? 
I am all against it ”’. 

The “ bluff argument ’’ may account for the fact that when some years 
ago Lloyds and other banks were compelled by the fall in gilt-edged values 
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to disclose large depreciation in their Government holdings, Sir Oliver 
‘““ became aware that some foreigners raised eyebrows’. It may account 
for the reputed success of the old private bank in stopping a run by heating 
sovereigns and handing them out to customers with the remark “‘ we are 
turning them out hot for you ”’. 

But I decline to believe that as a permanent expedient this sort of dodge 
is of any value. It seems to me that this attitude of the banks is typical 
of a process that has been going on down the ages. As the spirit of 
freedom and democracy has progressed, there has developed in organiza- 
tions of all kinds demand for fuller information and for the revelation of 
facts hitherto regarded as secret and private. Yet there has been continual 
resistance to this process, which has been attacked and gradually overcome. 
In this contest the banks figure at the present time among the resisters 
and the obscurantists. In the end they will have to be brought to recognize 
that these secret defences, to which they now attach such value, are indeed 
as useless as the Maginot Line. The sooner that happens the better. 

In his argument in favour of exemption for the banks, Sir Oliver Franks 
at one point called Virgil to his aid, quoting from him a phrase to the 
effect that imagination might take wing and rumour proceed through the 
City. If the classics are to be brought into this, I would suggest rather 
that the two most appropriate quotations are: “‘ Czsar’s wife must be above 
suspicion ’’ and ‘‘ Magna est veritas et prevalebit ”’. 





An Artist's Sketchbook: No. 86 


BRITISH BANKS IN TOWN AND COUNTRY 


Lloyds Bank, Coventry 


in which ancient buildings seem somewhat out of key with the 

many new blocks at various stages of completion. The new cathedral 
grows slowly. Many of the old central parts of the city have been carefully 
and imaginatively rebuilt—for example, the Precinct and the large square 
forming New Broadgate. 

Very close to the latter, on the corner of Greyfriars Lane, is the imposing 
High Street branch of Lloyds Bank. ‘The bank, which dates from 
the inter-war years, is of white stone with a sculptured group within the 
huge arch forming the main entrance. Along the side of Greyfriars Lane 
the building has large semi-circular headed windows and flat three-sided 
pilasters between them; these pilasters, a sort of half column, have formalized 
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Oxy has been for the last few years in a state of transition 
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Specially drawn for The Banker 
by Geoffrey S. Fletcher 


lotus leaf capitals. The architects of the bank were Buckland and Haywood 
and the premises were opened for business in November, 1932. The bank 
is in fact typical of its period, but with much more feeling for Classical 
proportions than some built at that time. It is a curious fact that many 
of the Classically inspired buildings of the 1930s, particularly in the 
provinces, have much in common with their counterparts of the 1830s. Both 
periods, interestingly enough, were marked by unrest and economic strin- 
gency. Is there any connection? 
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New Zealand Back 
in the Red 


By J. D. S. MACLEOD 


ALANCE of payments difficulties are not a new experience for 

New Zealand and the current crisis differs in relatively few respects 

from its predecessors. Admittedly, the rapidity with which it 

developed and its intensity are important distinguishing features. 
But the regularity of the three-year cycle in New Zealand’s external pay- 
ments—crises have blown up, generally around December, in 1951, 1954, 
1957 and 1960—is certainly remarkable enough to delight the statisticians 
and economic forecasters. ‘The connection between these crisis years and 
General Elections is too obvious to be overlooked; but politics aside, the 
underlying weaknesses and the impact on long-term growth of the cor- 
rective policies pursued are two aspects causing particular concern in 
many quarters at the moment. 

It is, of course, a platitude to describe New Zealand as a dependent 
economy. But it is not always recognized in Europe just how increasingly 
dependent she has become—and, moreover, dependent on a market that is 
becoming increasingly difficult. ‘The post-war years have seen the streng- 
thening of a political philosophy in many countries of Europe and in the 
United States that asserts the need for farm incomes and wages to be in 
approximate parity with those earned in the industrial and commercial 
sectors. This end, inevitably, is generally achieved by protecting the 
domestic market from the incursions of cheaper producers overseas. In 
the process primary producing countries such as New Zealand have been 
squeezed on the one hand by softening prices for their exports and on the 
other by slowly rising prices of the manufactured goods that they need to 
import. Small wonder that New Zealand has viewed with some disquiet 
the moves for greater integration in Europe. 

It is fairly easy to chart the causes of the recurrent balance of payments 
difficulties and to indicate the similarities and differences between the four 
crises of the last decade. The starting point is the level of overseas 
reserves. Between 1951 and the end of 1960, New Zealand’s holdings of 
overseas assets fluctuated within a range of £40-{£140 millions. But the 
trend throughout the decade was downwards: at the end of 1960 they 
were barely half the level of January, 1951. Too much should not be 
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made of this since different base periods materially alter the comparisons; 
the main point, however, is that overseas assets have not expanded during 
a decade in which tremendous expansion has occurred in the internal 
economy. In consequence of that expansion, changes in domestic activity 
are now transmitted with greater speed and force to the demand for imports— 
and the authorities’ room to manceuvre is severely cramped by the meagre- 
ness of the overseas reserves. The realization of this was reflected in the 
decision announced in mid-April that New Zealand was—after years of 
debate—considering applying for membership of the World Bank and 
International Monetary Fund. ‘This news was quickly followed by the 
raising of a £20 million loan in London; these funds, together with the 
stand-by credit for £10 millions arranged with the Midland Bank, should 
suffice to see New Zealand through the forthcoming period of seasonal 
strain. The delays and costliness of borrowing in the London market may 
well be contrasted with the ease of Australia’s recent massive drawing from 
the IMF—thus underlining the value of the Fund’s facilities to a country 
such as New Zealand. 


Private Imports—Three Year Cycle 


A feature of all four crises has been excessive private importing. The 
speed and generally unpredictable way in which payments for imports 
change from a normal level of up to £20 millions a month, to levels some 
25 per cent higher, has never been satisfactorily explained. ‘That such 
abrupt changes can occur in a country where import restrictions have 
been in operation for more than twenty years, is one example of the adminis- 
trative difficulties involved. These difficulties should not be underestimated. 
A strong case has been made by the business community for early advice 
of the Government’s intentions for the ensuing year; this is necessary 
because of the long distance from the main suppliers (in Britain) and the 
need for planned arrivals of goods. Hence the basic import licences have been 
customarily issued in September or October for the coming calendar year. 
These initial decisions must be based on estimates of export income for 
that year and due allowance made for capital items and the heavy shipping 
and insurance bill. Plainly, there is considerable room for error. In the 
present balance of payments setback, moreover, it appears that import 
licences were issued by the previous Government on a surprisingly generous 
scale; the new administration, which took office last December, though 
committed to the removal of import licensing, has been forced to revoke 
the previous “ replacement licence ”’ system for essential imports. 

Two main explanations of these sudden bursts of importing have been 
advanced. Both are related to the political timetable. First, there is a 
natural desire by merchants and manufacturers fully to utilize import 
licences in an election year in case a change of Government results in a 
smaller allocation in the following year. Since the additional imports are 
in excess of consumer demand, the burst of importing is usually associated 
with an increase in the rate of stock-building; unfortunately, as in many 
other countries, very little is known about the absolute level or composition 
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of stocks and the management of the economy is thereby impeded. 
Secondly, there is a tendency towards easier budgets in election years; 
budgets that involve a large increase in expenditure and frequently an 
overall deficit. The influence of fiscal policy is well illustrated in the 
current crisis. A strange practice, perhaps peculiar to New Zealand, is for 
the annual budget, Economic Survey and statements of fiscal and monetary 
policy to be presented at least four months after the commencement of 
the financial year. In the budget presented last July the Minister of 
Finance adopted a moderate approach; yet the Government presented a 
highly favourable review of the economy and announced a further rise in 
social security expenditure, the relaxation of capital issues control and the 
maintenance of the heavy rate of spending on housing. Observers pointed 
out that the effect of Government transactions would be a likely overall 
deficit of £20-£30 millions. Although an extraordinary series of last- 
minute revenue changes transformed the likely deficit into a small surplus, 
it was the initial bullish atmosphere that influenced business expectations 
and, especially, import decisions. 

Unhappily, in each of the four payments crises the upsurge in imports 
has been accompanied by a fall in receipts from exports; but the reasons 
for this fall have been different in each case. In 1951-52 the principal 
reason was a disastrous fall in wool prices; in 1954-55 minor setbacks 
occurred in dairy produce and wool; in 1957-58 heavy falls in prices of 
these two groups reduced overall export receipts very severely. In the 
current crisis meat has also been affected; all three of New Zealand’s major 
export groups suffered heavy price falls in the second half of 1960. 

Beyond these surges in imports and wide fluctuations in export prices 
lies a longer-term problem. In the past decade import prices rose slowly 
while export prices, on average, were barely maintained. The resulting 
adverse turn in the terms of trade largely offset the rise of almost one-third 
in volume of New Zealand’s exports (particularly wool). The impact on 
growth and development has been serious; it has given added stimulus to 
the establishment of domestic (high cost) manufacturing industries. 

Few countries in the western world have a range of economic powers so 
direct and complete as those available to the Government in New Zealand. 
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The country’s isolated geographical position itself affords an initial protection 
and it is reinforced by comprehensive powers to adjust tariffs and import 
quotas. In the monetary field there are only five commercial banks—one 
of which, conducting some 40 per cent of the country’s banking business, 
is nationalized and thus under direct control. In addition an iron-fisted 
Reserve Bank has complete power over the banks’ interest rates and can 
control advances (both in their total amount and in the allocation among 
individual categories of borrowers) and liquid assets. The Government 
savings bank conducts more than 80 per cent of savings bank business; 
housing finance is dominated by a Government institution; and the state 


OVERSEAS EXCHANGE TRANSACTIONS 























(£ millions) 
Years ended March 31 

1957 1958 1959 1960 1961 
Exports—W ool oa “ ing 98 102 77 107 102 
Meat io i - 68 71 82 72 80 
Dairy Produce .. - 64 53 67 83 60 
Other 2 “s on 45 48 48 52 55 
Total .. - - 275 274 274 314 297 
Imports - “ rv wit 264 296 256 241 300 
Trade balance - ‘a we +11 —22 +18 +73 —- 3 
Other receipts ws ais sa +27 +31 +26 +27 +31 
Capital movement .. - - +12 + 8 +45 — 20 + 3 
Freight, insurance, etc i $a -51 — 57 — 62 — 69 —78 
—- 1 — 40 +-27 +11 — 47 
Overseas assets at end-March - 89 49 75 98 54 


also has substantial footholds in insurance, life assurance and the Public 
Trust. Hire purchase has been successfully held down to minor proportions 
by a rigorous use of direct powers over minimum deposits and repayment 
terms, capital issues control (retained in great detail right up to 1960) and 
a control of maximum rates of interest payable on deposits. The large 
producer boards are also subject to general directions from the Government 
in such matters as investment of funds. Thus virtually the only major 
economic variables not subject to Government regulation in this Welfare 
State are wages and export prices Yet judged in terms of stability and 
long-term growth the results of this complex of state control and partici- 
pation have been extremely small. 

One of the reasons for this is the inherent tendency for such controls to 
be too restrictive and be used in too doctrinaire a fashion. Looking at the 
1950s the controls have certainly been successful in channelling capital 
resources from the private to the public sector and in enabling the Govern- 
ment to extend its social security services on a lavish scale and to ensure 
that a large proportion of available resources went into housing. But these 
successes have been achieved at the expense of other sectors and at the cost 
of a generally slower rate of growth for the economy as a whole. 

Perhaps the chief sector to suffer under this system of detailed direction 
and control has been banking. In the last decade, Reserve Bank policy 
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has been to restrain or reduce the level of bank advances almost con- 
tinuously; at no stage has it actually given the banks freedom to lend. 
Admittedly, the level of bank advances has varied quite considerably; but 
average advances in each of the years 1956-60 were lower than in 1955. 
In part this concentration on the holding down of advances stems from an 
outmoded fascination with “money” and its creation to the neglect of 
wider aspects of liquidity. Despite the tight grip that the authorities have 
sought to maintain, overdrafts have somehow managed to break out of the 
straitjacket in each of the payments crises. How far these jumps in bank 
lending are basic causal factors and how far they merely reflect decisions 
based on other considerations is not clear. 

Three aspects of the authorities’ monetary control have been criticized 
increasingly. First, it is becoming ever more difficult to justify reliance 
on quantitative restrictions without granting the banks a more potent cost 
deterrent in the form of higher and more flexible interest rates. Secondly, 
it is plain that the system of overdraft limits, while providing a cheap 
and convenient form of credit, severely hampers short-term adjustments 
to the overall volume of advances. ‘Thirdly, the selective allocation of 
advances between “essential ’’ and less-essential borrowers has had some 
highly undesirable consequences. In each of the last four balance of 
payments crises the increase in bank advances has been accounted for 
primarily by the borrowings of exporters, farmers and stock and station 
agents; borrowings by commerce and industry have risen by relatively 
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small amounts. ‘This has had the effect of maintaining the spending power 
of groups affected by falling export prices—thus maintaining demand 
for imports. 

Despite the seriousness of the present crisis, which has caused devaluation 
to be whispered once again around the exchange and commodity 
markets, the Government has stressed that it will not adopt any drastic 
corrective measures. It has been very slow to act. Moreover, some of 
the measures that it has taken—such as severely tightening its control of 
the relatively unimportant hire-purchase sector and raising the so-called 
‘““ discount rate ’’ (which, regrettably, does not have any impact on other 
rates of interest) to 7 per cent—are largely window dressing. It was not 
until April that the gravity of the situation finally forced the Govern- 
ment to apply a brake on imports. ‘Two important steps have now been 
taken to that end. First, the replacement category of essential imports 
(for which licences were freely granted) has been abolished and the quotas 
on other categories of imports severely pruned. Secondly, the Govern- 
ment has announced that the import licence “ year ”’ will be extended until 
at least March, 1962, and possibly beyond that. The second step should bring 


some much-needed relief to the reserves in the final quarter of this year. 


New Approach Needed 


All the corrective measures invoked so far follow the customary pattern; 
there is little evidence of a new approach to the basic problems of New 
Zealand’s economy. Indeed, import restrictions must accentuate the 
inflationary pressures at home and thus make the introduction of restraining 
fiscal and monetary measures even more vital. It is to fiscal policy that 
attention must now be turned: the forthcoming budget will show whether 
the new Government will grasp the nettle of excess demand. The whole 
problem of growth in the 1960s may turn upon the Government’s willing- 
ness to channel more of the economy’s available resources into productive 
capital investment instead of into housing and social services. ‘This requires 
the Government not only to give a lead with its own expenditure but also 
to ensure that the level of savings is substantially increased. The volume 
of additional savings necessary to promote more rapid growth has recently 
been estimated by Dr C. A. Blyth at £75-100 millions.* It is essential 
that action to encourage higher savings should not be further delayed. 
Such action might embrace a thorough examination of the rates and inci- 
dence of taxation; greater flexibility in interest rates; assistance to the 
private sector (including the banks) to enable it to compete for and mobilize 
savings. It might well be flanked by a rejection of the prejudices against 
investment from overseas. The 1950s have proved the costliness of “* go-it- 
alone ”’ policies; a more consistent effort to seek moderate amounts of private 
and official long-term capital overseas would surely be appropriate; the 
Government’s tentative approach to IMF membership may indicate that the 
advantages of foreign investment are at last being recognized. 





* Economic Growth, 1950-1960, by C. A. Blyth, N.Z. Institute of Economic Research. 
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Charting the World 


Economy 


By DRAGOSLAV AVRAMOVIC 


The work of international agencies in business economists, Mr D. Avramovic 
compiling statistics and making economic of the World Bank reviews the sources 
analyses has expanded rapidly. In this of matérial available to the student of 
note, originally prepared for the use of economic and financial affairs.—EDITOR. 


HE scope and quantity of statistical reporting and economic 

analytical work done by international agencies have increased at 

a rapid pace during the last ten years. ‘There is now a con- 

tinuous and voluminous stream of material on a very wide range 
of subjects. This makes it impossible to present an exhaustive survey of 
all the activities performed by all the agencies. The purpose of this note 
is much more limited: it sets out the main lines of statistical inquiry and 
applied research that are being undertaken by the most important of the 
international organizations. 

Most of the statistical and research work is done by the United Nations, 
their regional Economic Commissions* and the specialized agencies—the 
Food and Agriculture Organization, International Bank for Reconstruction 
and Development (World Bank), International Labour Organization and 
International Monetary Fund. In addition, there are three more inter- 
national bodies whose research activities occupy a prominent place in the 
current literature in international economics: the Secretariat of the General 
Agreement on Tariffs and Trade, the Bank for International Settlements, and 
the Organization for European Economic Co-operation, soon to be restyled 
the Organization for Economic Co-operation and Development. 

Three monthly publications contain most of the current flow of economic 
information on developments in the world economy: the UN Monthly 
Bulletin of Statistics, the FAO Monthly Bulletin of Agricultural Economics 
and Statistics, and the IMF International Financial Statistics. While these 
publications in part cover the same area (e.g. both the UN and the IMF 
monthly bulletins contain data on international trade, gold and foreign 








* For Europe, Asia and the Far East, Latin America, and Africa. 
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exchange holdings, wage and price indices), there is still a distinct difference 
among the three. The emphasis in the UN bulletin is on population 
and industrial production, both for the world as a whole and for individual 
countries; the statistics of production are particularly detailed, cover- 
ing not only economic aggregates—national accounts, industrial indices 
and their meaningful subdivisions—but also physical quantities of the 
most important industrial commodities in the producing countries. The 
FAO bulletin follows agricultural production, trade in agricultural products, 
and agricultural prices, both in domestic and in world markets. In contrast 
with these two “‘ production ”’ publications, /nternational Financial Statistics 
concentrates on monetary, financial and balance of payments developments: 
detailed data are provided on all major variables, and an attempt is also made 
to consolidate, for each individual country, the important financial flows into 
larger analytically significant aggregates. Information is also given by 
country on interest rates for major classes of money market paper, share 
prices and the key items of commercial banks’ balance sheets (consolidated). 
The study of movements in the major financial variables over longer periods 
should be greatly assisted by the publication last month of a special supple- 
ment, to be repeated annually, giving data for 1937, 1948-51 and (by quarters) 
1957-58 on precisely the same basis as that adopted in the current issue of JF'S. 


Regional and Longer-term Series 


While these three publications are the “bread and butter” of inter- 
national statistics, there are also others, regional in scope and appearing at 
regular bi-monthly or quarterly intervals, which contain additional series 
frequently designed to serve particular analytical purposes. The OEEC 
puts out two Statistical Bulletins, one on general statistics (Part I monthly 
and Part II bi-monthly) and the other on foreign trade (Parts A and B 
bi-monthly and Part C quarterly), covering OEEC countries together with 
the United States, Canada, and Yugoslavia. These series are comprehensive 
and lend themselves easily to comparative study of economic growth and of 
the current state of economic conditions. Short-period analysis has been 
facilitated by the adoption of advanced techniques of making seasonally- 
adjusted series of the major variables—particularly industrial production, 
unemployment and vacancies and imports and exports. The UN regional 
Economic Commissions for Latin America and Asia, in their economic 
bulletins published semi-annually and tri-annually respectively, produce 
regular statistical series covering, in particular, national accounts and pro- 
duction and foreign trade by region and by country. 

Finally, several of the international agencies publish annually statistical 
reports containing both current data and long-run series. ‘The United 
Nations publishes each year the Statistical Yearbook, the Demographic 
Yearbook, the Yearbook of National Accounts Statistics, and the Yearbook 
of International Trade Statistics. ‘The Food and Agriculture Organization 
publishes the Production and Trade Yearbooks, which cover agricultural 
commodities only ; the International Labour Office the Yearbook of Labour 
Statistics and the International Monetary Fund the Balance of Payments 
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Yearbook. In addition, the World Bank, the International Monetary Fund 
and the United Nations jointly prepare the statistical series Direction of 
International Trade, giving details of the origin and destination of trade 
for each country. 

The analytical endeavours of international agencies are equally multi- 
farious. ‘The post-war work had its predecessor in the brilliant pioneering 
efforts of the Secretariat of the League of Nations. In addition to its famous 
annual reviews (the detailed study of the Great Depression still remains, after 
thirty years, essential for research into the international aspects of the 
depression), the Secretariat produced such classics as /ndustrialization and 
Foreign Trade, written mainly by Folke Hilgerdt, and International Currency 
Experience, written mainly by Ragnar Nurkse. These works are 
outstanding examples of successful integration of theoretical analysis and 
quantitative findings. 


World, Regional and Country Analyses 


Current analytical work is much more dispersed geographically; it is 
also issued more frequently and is considerably more voluminous. The 
United Nations publishes annually World Economic Survey ; the UN 
regional commissions issue annual economic reviews, which also contain 
many individual country analyses; the annual report of the World Bank 
reviews the Bank’s activities and frequently summarizes some of the major 
developments bearing on its operations; the International Monetary Fund 
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publishes each year a review of trade and monetary developments in the 
world as a whole and in particular countries, as well as a report on foreign 
exchange restrictions in each of its member countries; the GATT publishes 
an annual analysis of international trade movements; the FAO publishes 
each year the State of Food and Agriculture, which reviews world production, 
consumption, trade and price movements of agricultural products; the BIS 
issues each June its review of the world economic developments, with 
special emphasis on the behaviour of capital and money markets and 
national monetary and financial policies; the OEEC publishes yearly analyses 
of economic growth in Western Europe, its cyclical movements and the 
course of the area’s trade and balance of payments. 

This impressive list of annual publications does not exhaust the work that 
is being done in the field of regional and country research. The bulletins of 
the UN regional commissions invariably contain analyses of special 
topics bearing on a particular region, a particular industry or a particular 
country. In addition, the Commission for Latin America has published 
several special country studies with an exhaustive appraisal of their economic 
growth in the past and prospects for the future (e.g. on Brazil, Colombia, 
Mexico). The ILO monthly International Labour Review contains country 
studies on labour conditions, wage levels, labour legislation, etc. The 
World Bank has published during the last three years two books on inter- 
national capital flows, international indebtedness and debt-servicing capacity 
of its member countries, with special emphasis on low-income borrowers. 
These publications cover the periods 1945-55 (published in 1958) and 
1956-58 (published in 1960). The Bank also publishes reports of its country 
survey missions: each of these analyzing the economic conditions and 
prospects for future growth. 

Given the number of publications and the range of problems they cover, 
it is impossible to present in this summary any meaningful appraisal either 
of the analytical techniques applied or of the findings and conclusions 
reached. One point should be stressed, however. Almost all the annual 
publications, and each of the special studies, goes far beyond the routine 
review of short-term developments. As a rule, an attempt is made 
to appraise these developments in the perspective of long-term trends; 
moreover, the experience of other countries is almost invariably invoked. 
In addition, most of the annual publications usually contain exhaustive 
analyses of particular subjects that are not only topical but also have more 
than a transitory significance. For example, the World Economic Survey, 
1957, contains an analysis of the causes and consequences of the inflation 
of the 1950s, the Survey for 1958 gives a review of commodity trade and 
policies in the post-war period and the Survey for 1959 concentrates on 
trends in capital formation over the last ten years. Another example is 
the analysis of the planning and finance of investment in the Soviet Union 
and Eastern Europe, published in the Economic Survey of Europe in 1955; 
the same issue contained an appraisal of the investment problems of Western 
Europe and of the financial obstacles to industrial investment in this area. 
Further instances are the studies of the UN Commission for Asia and the 
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Far East, in its Survey, 1957, of post-war growth and structural change 
in Japan, development programming in India and industrialization in the 
centrally planned economy of China. The GATT Secretariat published 
in 1958 the now famous study on long-term trends in international trade, 
which was prepared by a panel of experts consisting of Professors Haberler, 
Tinbergen, Campos and Meade. 

In addition to country analyses, extensive work is done on long-term 
trends, short-term developments and future prospects of major commodities 
eritering international trade. Considerable use is made in these studies of 
econometric analytical techniques. Much of the work remains unpublished 
and serves the internal uses of the agency in which it is done. But current 
developments in world commodity markets are followed carefully by several 
agencies and their analyses are published regularly. For instance, the 
FAO and GATT annual surveys, already mentioned, devote major place 
to reviews of commodity markets. The UN Headquarters publishes each 
year its Commodity Survey. In addition, several agencies issue special 
long-term commodity studies, and there is reason to believe that this line 
of applied research will expand further. In recent years, FAO has pub- 
lished analyses of past trends and future prospects of several agricultural 
commodities (e.g. sugar, tea, citrus fruit); the same agency has just pub- 
lished a study on world demand for paper covering the period 1960-75. 
The Economic Commission for Europe issued in 1959 a study on long-term 
trends and problems of the European steel industry, covering world 
developments in production and consumption of steel since the turn of 
the century and projecting the trend of consumption and trade to 1975. 
The Economic Commission for Latin America published in its bulletin for 
October, 1959, an analysis of prospective production and demand for 
rolled iron and steel products in the region. 

The increasing interest in commodity studies is closely connected with 
the marked weakness of the prices of a number of agricultural products 
since the mid-1950s. But it also reflects the fact that world and regional 
demand for industrial raw materials and for manufactures, particularly of 
basic industries, has shown a persistent uptrend since the war. Systematic 
analytical work could assist appreciably in appraising future demand. 
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International agencies are also engaged, to a modest extent so far, in 
forecasting the major economic variables—overall output, investment, 
trade, etc. ‘The short-term forecasts are usually contained in their annual 
reports. For medium-term and long-term projections, most agencies rely 
on the work done on the national level; they consolidate country forecasts 
to arrive at world aggregates, which then serve as bases for commodity 
projections. But there have also been attempts by some of the agencies 
to construct independently their income growth estimates. The OEEC, 
for instance, has produced several aggregate projections for Western Europe: 
the latest covers the period to 1965 and 1975; it was prepared in conjunc- 
tion with the estimate of European energy requirements and their pattern 
in the future (the Robinson Report, 1960). The GATT Secretariat published 
in its annual report for 1956 an illustrative model of income and import 
growth of industrialized countries to 1975. Judging by recent develop- 
ments, it is likely that medium- and long-term forecasting will occupy an 
increasing proportion of staff work in international agencies. 


Words of Warning 


A note of warning may well take the place of conclusions of this review. 
Never in economic history has such a comprehensive stream of economic 
information on national and international developments been available. 
Yet the imperfections of data, particularly when they relate to economic 
aggregates rather than a single product or activity, are still great. This 1s 
especially so in those low income countries where more refined statistical 
work and systematic economic analysis have been started only recently. 
But in addition to weaknesses of statistical organization and reporting, 
there are also serious methodological problems in measuring economic 
change for countries that move rapidly—and these countries are of most 
analytical interest. Rapid change from a low initial base implies sub- 
stantial shifts in the composition of output and in relative prices; and the 
greater these shifts the more difficult is the problem of weighting in the 
construction of index numbers and consequently the more indeterminate is 
the precise magnitude of the change in the national output as a whole. 

One further point must be made. With the exception of North America, 
some countries in Western Europe and Japan, the evaluation of near-term 
business prospects and cyclical developments still has to be based on very 
few indicators of general nature. Such information as capital expenditure 
programmes, consumer purchase plans, volume of orders, up-to-date 
reports on stocks and sales are simply non-existent in the overwhelming 
majority of countries. 

But these lacunae should not obscure the fact that an impressive progress 
has been made during the last ten years. ‘The flow of statistical data and 
analytical reports regularly issued by international agencies has grown 
without interruption and there are no signs that this process will stop. 
What is perhaps most needed at the present juncture is an improvement 
in the quality of existing information; judging by past ante, there 
are grounds for believing that this will progressively occur. 
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scored its first decisive reversal of 

the downtrend that began in May 
1960 with the Federal Reserve Board’s 
index (based on 1957) at 110. The 
low point touched was 102 for both 
January and February; March showed 
only a fractional gain, but in April the 
index bounded three points to 105. This 
was the largest upward movement since 
the close of 1959. Improvement in 
those sectors suffering the main impact 
of the recession—steel and motors—was 
naturally steepest. Steel output went up 
by 15 per cent and automobile produc- 
tion by nearly one-third—though some 
of this must be attributed to a natural 
rebound from an unusually severe 
winter. (The new space programme 
announced by Mr Kennedy late last 
month promises to underpin the re- 
covery in business.) 

A reasonably cheerful view has also 
come from the Business Advisory 
Council, which works closely in associa- 
tion with the Department of Com- 
merce; it forecast an annual rate of gross 
national product of $520,000 millions 
by the final quarter of 1961, against the 
$500,000 millions first quarter rate. 

The other main signal of recovery 
came with April’s employment figures 
—these again showing the first appreci- 
able improvement since the recession 
began. Non-farm employment rose 
by nearly 400,000 to 52 millions, sub- 
stantially better than the usual seasonal 
performance. A gain of 217,000 in the 
constructional industries was regarded 
as especially encouraging. The overall 
employment figure was about 200,000 
higher at 65.7 millions, with a fall of 
530,000 in unemployed workers to 4.96 
millions. The seasonally-adjusted rate 
for unemployment, however, showed 


| Fae production in April 
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little change at 6.8 per cent of the labour 
force. While May will certainly show 
further gains, June will provide a bigger 
test of opportunities for new entrants 
to the labour market. 

There is still considerable political 
controversy over the probable scope and 
duration of the recovery. New legisla- 
tion for easier finance in private housing 
and local development projects seems 
likely to give a marked spur to that 
sector and there is still promise for the 
capital goods industries in President 
Kennedy’s proposal to permit com- 
panies offset part of their new capital 
expenditures against taxes — though 
Congress has still to approve his plans. 
But Dr Walter Heller, chairman of the 
Council of Economic Advisers, was still 
insisting last month that broader, long- 
term plans were needed for housing and 
other public works projects. 


Bond Rates Prod 


Congress—or its Democratic Party 
majority—has also joined the debate 
with the verdict (in the Joint Economic 
Report) that: “the purchase of long- 
term bonds, for the purpose of reducing 
long-term interest rates, has been pur- 
sued with something less than vigour ”’. 
Its signatories urged the Federal Reserve 
Board to effect a “ prompt and sub- 
stantial ’’ reduction in long-term rates. 
This raised in acute form old controver- 
sies on “bond pegging” and inter- 
ference with the Fed’s independence. 

Easy monetary conditions prevailed 
last month with bill rates very close to 
2 per cent at one time, many rumours— 
partly inspired by the Congressional 
monetary report—of a reduction in the 
discount rate, and heavy open-market 
purchases of long-term bonds. Later, 
with no indications that the Treasury 

















was adjusting its policy of “ cautious 
ease ’’, there was a general reaction and 
a wider appreciation that growing 
Treasury and business needs promise a 
trend to higher yields. 

Despite very poor first quarter 
earnings, Wall Street, which had been 
temporarily shaken by events in Algeria, 
Cuba and Laos, went ahead rapidly in 
mid-May, carrying the Dow Jones in- 
dustrial average to a new all-time peak 
of 706 at one time. ‘This, again, was 
probably due in large measure to moves 
for still higher expenditures on defence, 
foreign aid, etc. It may also have been 
spurred by Administration support for 
a proposal to abandon the present 





requirement that the Federal Reserve 
Board shall maintain a gold reserve at 
least equivalent to 25 per cent of its 
note and deposit liabilities. Since this 
relic of internal convertibility has nevér 
acted as a restraint on monetary ex- 
pansion, however, its removal will add 
nothing to the inflationary potential. A 
point of more than incidental import- 
ance is that the Attorney-General has 
ruled that the old “* 44 per cent ceiling ”’ 
for interest rates on long-term bonds 
does not apply to the prices at which 
they are marketed. ‘Treasuries at a dis- 
count—formerly regarded by officials as. 
highly improper—now promise an es- 
cape from an old legislative dilemma. 


American Economic Indicators 











1960 1961 
1957 1958 1959 
Dec Feb Mar Apr 
Production and Business: 
*Gross national product (billion $) .. 443 444 482 — 4998 — — 
*Industrial production (1957100) 100 93 105 103 102 105 
*Gross private investment (billion $) 66.1 56.0 72.0 —- 61.0 — — 
*New plant and equipment (billion $) 370 WS gas _ 34.4 — — 
*Construction (billion $) 47.8 48.9 56.1 56.1 54.8 548 55.8 
Housing starts (000 units) . n.a. naa. 1,553 72.5 80.7 110.3 118.7 
*)ianufacturers’ sales (billion $) 28.4 26.2 29.7 29.1 29.0 295 — 
*\Manufacturers’ stocks (billion $) .. 53.5 49.2 52.4 53.6 53.6 53.3 — 
*\lerchandise exports (million $) 1,625 1,362 1,362 1,621 1,764 1,687 — 
*\lerchandise imports (million $) .. 1,082 1,070 1,268 1,100 1,122 1,127 — 
Employment and Wages: 
*Non-farm employment (million) 52.2 50.5 52.0 53.3 51.1 51.4 51.8 
*Unemployment (000s) , 2,900 4,700 3,800 4,800 4,900 5,000 4,900 
*Unemployment as % labour force 4.3 6.8 5.5 6.8 6.8 6.9 6.8 
Hourly earnings (mfg) ($) . 2.07 2.13 2.22 2.32 Za8 ase 00 
Weekly earnings (mfg) ($) .. 82.39 83.50 89.47 89.55 90.25 99.71 91.34 
Prices: 
Moody commodity High 442 407 393 e - 
(1931—100) Low 382 388 372f 36 367 367 367 
Farm products (1947-49= _— 90.9 94.9 89.1 88.7 90.3 90.1 88.1 
Industrial (1947-49=100) . 125.6 126.0 128.3 127.9 128.0 128.1 128.0 
Consumers’ index (1947- 49— -100).. 120.2 123.5 124.6 127.5 127.5 127.5 — 
Credit and Finance: 
Commercial bank loans (billion $) .. 93.9 98.0 110.8 118.2 116.7 116.6 117.2 
Commercial bank investments 
(billion $) ide + 76.2 86.6 79.4 82.1 82.6 81.4 82.5 
*\ioney supply (billion $) 135.5 140.9 141.5 140.4 141.2 141.5 142.0 
Consumer credit (billion $) 45.3 45.6 52.0 56.0 54.1 539 — 
Treasury bill rate (%) 3.27 1.84 3.41 2.72 244 242 2.33 
US Govt Bonds rate (%) 47 3.43 4.08 3.88 3.81 3.78 3.80 


Federal cash budget (+ or xy (mill $) 
US Treasury gold stock (million $) 


Notes.—Starred 
adjusted. 


items are ‘seasonally 
Latest figures are preliminary 


or estimated. Yearly figures are given for 
gross national product, private investment 
and new plant for 1957-59 and then quar- 


terly figures at annual rates. 


Construction 


figures show monthly averages 1957-59. 


Manufacturers’ stocks, bank loans, 


con- 


sumer credit and gold stock show amounts 


3. 
+ 1,200 —7,300 —8,000 + 3,600 + 1,400 
22,781 20,534 19,456 17,767 17,373 17, 388 17, 390 


outstanding at the end of the period. 
Moody’s commodity index shows high 
and low 1957-59, and end-month levels. 
Money supply is daily average of demand 
deposits plus currency outside the banks. 
Quarterly 
figures are throughout shown in the middle 
Treasury bill and 
bond rates are average for month or year. 


Budget figures are cash totals. 


month of the quarter. 











PASSPORTS 
| TO EASTERN 
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Three Banks have merged. 
Separately, they have large assets, a fine 
tradition and a wealth of experience. United, 

they offer a comprehensive service in all 

matters affecting business with the East and the 
Middle East. Their advice and help are your surest 
“‘passports”’ to profitable trade with those areas. 


THE HONGKONG AND SHANGHAI BANKING GORPORATION 


Head Office: Hong Kong 
London Office: 9 Gracechurch Street, London EC3 


MERCANTILE BANK LIMITED 


Head Office: 15 Gracechurch Street, London EC3 
West End Branch: 123 Pall Mall, London SW1 


THE BRITISH BANK OF THE MIDDLE EAST 
Head Office: 7 King William Street, London EC4 
Group Total Assets Exceed £445 million 
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ARGENTINA 


Exit Senor Alsogoray—Senor Also- 
goray, who became Economics Muinister 
in the middle of 1959 and played a 
large part in implementing the stabiliza- 
tion programme launched six months 
before, resigned towards the end of 
April at the request of President Fron- 
dizi. ‘The President’s action has been 
variously attributed to dissatisfaction 
within the Government with some of 
the austerity aspects of the stabilization 
programme and to opposition in the 
country to the policy of encouraging 
foreign investment. But a statement 
issued by the Presidential office pointed 
out that, while another stage in the 
policy of economic development and 
stability the Government has been pur- 
suing since the end of 1958 had been 
completed, all measures of financial 
rehabilitation would have to be main- 
tained. Senor Alsogoray’s place has 
been taken by Senor Alemann, previ- 
ously Economic Counsellor at Washing- 
ton. Other Ministers resigned shortly after 
Senor-Alsogoray’s dismissal. ‘The up- 
heaval had a generally disturbing effect 
on the financial markets. The peso had 
to be given extensive official support; 
stock market prices dropped sharply. 


New Finance Company — Baring 
Brothers, the London merchant bank, 
is collaborating with the Argentine firm 
of Roberts Meyness & Co and Morgan 
Guaranty International Corporation of 
America in establishing a finance com- 
pany centred in Buenos Aires to be 
known as Roberts SA de Finanzas. It 
will have an initial capital of 50 million 
Argentine pesos with the majority in- 
terest in the hands of Roberts Meyness 
for the time being. It will engage in 
all the main forms of investment banking 
business, but with a special eye to 
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providing advice and assistance to 
British, Continental and American in- 
dustrialists wishing to participate more 
fully in Argentine development. 


AUSTRALIA 


IMF Drawing—lIt was announced at 
the end of April that a drawing of 
$175 millions (£A78 millions) had been 
made from the International Monetary 
Fund and arrangements completed for 
a stand-by credit of a further $100 
millions (£A45 millions) drawable over 
the ensuing six months. Mr Holt, the 
Federal Treasurer, described the official 
move as “a precautionary transfer from 
second line to front line reserves of 
international currency’”’. The drawing 





Mr Robert L. Garner 


President of the International Finance 
Corporation, who is retiring in October 






















actually made represents the first (or 
gold) tranche of the Australian borrow- 
ing quota plus the second tranche: it 
comprises the equivalent of $55 millions 
in D-marks, $40 millions in US dollars, 
$30 millions in sterling, $15 millions in 
French francs, $15 millions in Italian 
lire, $10 millions in Canadian dollars 
and $10 millions in Dutch guilders. 


No Relaxation—A memorandum that 
the Government submitted to the IMF 
in connection with its application for 
assistance sets out the policies the 
authorities intend to follow ‘in order 
to promote the growth of the economy 
in an environment free from inflationary 


pressure’’. It asserts that the growth 
of Government expenditure will be 
restrained, development expenditure 


given a special bias towards exports 
and firm control maintained over bank 
liquidity up to mid-1962 to limit total 
advances to a level consistent with the 
maintenance of price stability. Interest 
rates will not be reduced so long as 
present conditions continue and the 
Government will make such endeavours 
as it can to promote cost and price 
stability. ‘The memorandum also con- 
tains an undertaking not to impose 








restrictions on trade and payments unless 
a serious emergency arises. 


Taxed Interest Concession — The 
scheme whereby interest charges on 
capital issues by companies were dis- 
allowed as tax deductions is to be 
withdrawn; an interim Act _intro- 
duced last November is not to be ex- 
tended when it expires at the end’ of 
June. The decision does not, however, 
apply to interest on convertible notes, 
which will continue to be taxable. 


New Wheat Deal—Another deal for 
the sale of wheat to China was con- 
cluded in the first half of May. It is 
for £A20 millions—compared with £A27 
millions for the transaction arranged 
earlier this year. Shipment will take 
place in the second half of 1961 and 


payment will be spread over a year. 


BRAZIL 


Help from the Fund—The Inter- 
national Monetary Fund has arranged a 
one-year stand-by credit of the equiva- 
lent of $160 millions with the Govern- 
ment of Brazil and has also agreed a 
rescheduling of payments to be made 
against previous drawings totalling the 

















Please address your enquiries to the 
Head Office in Zurich, or to: 


Robert J. Keller 


London, E.C.2 





SWISS CREDIT BANK 


(Credit Suisse) Estaviisnea 1856 
Capital and Reserves, Swiss Francs 355,000,000 


With branches in all parts of Switzerland 

and also at 25 Pine Street, New York, and with 
correspondents throughout the world 

the Swiss Credit Bank, one of the oldest and 
largest in Switzerland, provides an efficient 
service for all kinds of banking transactions. 


The United Kingdom Representative 


4 Tokenhouse Buildings, Kings Arms Yard, 





Affiliated Companies 
SWISS AMERICAN 
CORPORATION, 
25 Pine Street, 

NEW YORK. 


CREDIT SUISSE 
(CANADA) LIMITED 
1010 Beaver Hall Hill, 
MONTREAL 




















equivalent of $140 millions. The 
Fund’s assistance is intended to support 
a general programme of fiscal, credit, 
trade and exchange measures designed 
to combat inflation and balance external 
payments within the framework of a free 
and simplified exchange system. ‘The 
arrangement with the Fund is to be 
flanked by additional credits from other 
sources and by renegotiation of maturi- 
ties on Brazil’s medium-term foreign 
indebtedness. 


CANADA 
$362m of Grain for China — The 


Minister of Agriculture announced early 
in May that arrangements had been 
completed for the sale to China over 
a period of two and a half years of 187 
million bushels of wheat and 47 million 
bushels of barley worth some $362 
millions in all. ‘These transactions are 
in addition to the sale of $60 millions of 
Canadian grains to China announced 
earlier in the year. Payment is to be 
made to the extent of 25 per cent on 
delivery; the remaining 75 per cent is 
to be paid in 270 days. Since the 
financing of the contracts would be 
beyond the resources of the Wheat 
Board, the Government is guaranteeing 
up to $50 millions of the credit required. 


Bank Merger Approved—The plan 
for the merging of the Imperial Bank of 
Canada and the Canadian Bank of Com- 
merce easily secured the approval of 
the shareholders in April. Since the 
Government had already indicated that 
its consent would be forthcoming, this 
left the two banks free to go ahead with 
the completion of the arrangements. 


Shipping Subsidy—To assist the ship- 
building and ship-operating industries, 
the Government is granting subsidies 
varying from 35 to 50 per cent of con- 
struction costs on new ships and is also 
seeking to reserve domestic trade in the 
Great Lakes area for Canadian ships. 


CEYLON 


General Mobilization—Political dis- 
turbances leading to extensive rioting 
continued after the declaration of a 
State of Emergency in the second half 
of April and at the end of the month 
the Prime Minister, Mrs Bandaranaike, 
ordered general mobilization. One result 
was the sudden termination of a three- 
week-old strike of bank employees for 
higher pay, the authorities declaring that 
banking was an essential service. Mrs 
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Bandaranaike has stated that the Govern- 
ment is urgently seeking a solution for 
the long-standing language dispute with 
the ‘Tamil section of the population that 
has prompted the recent unrest. 


DENMARK 
Bank Rate Raised—The National Bank 


of Denmark raised its discount rate on 
May 23 from 54 per cent to 634 per cent— 
the highest level since 1924. 


More Aid for Farmers—A settlement 
of the demands from the farmers’ or- 
ganizations for more extensive official 
support was reached in the first half of 
May. The net effect is that the farmers 
will receive additional Government aid 
to the extent of Kr 400 millions a year, 
of which Kr 250 millions will be in the 
form of a contribution to a rationalization 
fund and Kr 150 millions for financing 
sales promotion at home and abroad. 
The settlement paved the way for a 
solution of labour disputes that had been 
causing considerable dislocation of the 
country’s business activity, since it put 
agricultural and, indirectly, other em- 
ployers in a better position to meet the 
demands for higher pay that had been 
presented by the trade unions after the 
expiration of collective wage agreements. 


EUROPE 


Commodity Stabilization Plan — M. 
Lemaignen, the member of the Com- 
mon Market Commission in charge of 
overseas territories, has drawn up a plan 
for stabilizing the export incomes of the 
member countries’ associated African 
territories. Pointing out that the weak- 
ness of commodity prices has taken more 
money away from the under-developed 
countries than they have been deriving 
in aid from every quarter, he argued 
that stable export incomes for these 
regions are a necessary counterpart of 
the aid given by the Common Market’s 
overseas development fund. He advo- 
cated the setting up of a fund of $50 
millions which would make advance 
payments to the African states when 
the prices of their exports fell below 
certain specified levels; the advances 
would be repaid when prices rose. 


FRANCE 


$741m Franc Zone Surplus — The 
Ministry of Finance has stated that 
there was a surplus of $741 millions in 
the French franc area’s payments with 














ARAB BANK LIMITED 








ESTABLISHED HEAD OFFICE 
1930 AMMAN, JORDAN 
CAPITAL & RESERVES DEPOSITS TOTAL ASSETS 

].D. 10,500,000 J.D. 62,500,000 J.D. 103,000,000 
1 J.D. (Jordan Dinar) = £1 
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UNITED ARAB REPUBLIC 
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THE 
CENTRAL BANK OF INDIA 
LIMITED 


(Incorporated in India. The Liability of Members is limited) 
Established 1911 


Paid-up Capital - - Rs. 3,15,00,000 (£2,362,500) 
Reserve Fund and 
other Reserves -_ Rs. 4,15,79,722 (£3,118,479) 


Deposits (31.12.60) - Rs. 2,00,07,37,976 (£150,055,348) 


Note: The sterling equivalents of the Rupee figures shown above have been converted 
at the rate of 1/6d. per Rupee 


Chairman: SIR HOMI MODY, kK.B.Ez. Vice-Chairman: C. H. BHABHA, Esq. 


Branches and Pay Offices in all important commercial centres of India, Pakistan 
and Burma. 


HEAD OFFICE: MAHATMA GANDHI ROAD, FORT, BOMBAY 1! 
LONDON OFFICE: 159 FENCHURCH STREET, LONDON, E.C.3 
London Adviser: SIR CECIL TREVOR, C.LE. 
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the rest of the world in 1960, a drop of 
$413 millions on the 1959 figure. Some 
$366 millions of the surplus was used 
to pay off debts to the International 
Monetary Fund, the remainder going 
to swell reserves. The great bulk of it 
was derived from a surplus of $600 mil- 
lions on invisibles. 


GERMANY 


Bank Rate Cut—The Bank rate was 
cut by a further 4 per cent to 3 per cent 
on May 4. At the same time the rates 
on money market paper were reduced 
by a further 4 per cent, the three 
months’ Treasury bill rate falling to 
around 22 per cent. It was explained 
that these cuts were made to stem the 
inflow of foreign funds. 


Debts Repaid—The advance repayment 
of the remainder of the post-war debt 
owing to Britain was completed at the 
end of April. Of the £674 millions 
involved, £22 millions was found from 
money deposited in London by the 
German authorities earlier on for the 
purpose of making periodic repayments. 
The remaining £45 millions was pro- 
vided by drawing on sterling balances 
accumulated by Germany. 

Some $587 millions of the post-war 
debt to the United States was repaid at 
the same time. ‘The major part was 
found by drawing on Germany’s dollar 
balances, but the American authorities 
agreed to take part in D-marks—to put 
them in a better position to combat any 
tendency for speculation to drive up the 
value of the mark in terms of the dollar. 

Due mainly to the debt repayments, 
but partly also to an outflow of short- 
term funds, official reserves dropped by 
DM 2,700 millions in the last week of 
April. ‘This brought them down to 
DM 29,900 millions. 


“Good Market’”’—A mission spon- 
sored by the British Export Council for 
Europe said on its return from Germany 
in the first half of May that the country 
was ““ wide open to British exporters who 
would compete in price, quality and 
technical efficiency ”’. 


GHANA 


Gower Report—The report prepared at 
the Government’s request by Professor 
L. C. B. Gower of London University 
on the working and administration of 
company law in Ghana has been pub- 
lished, along with a draft companies 
bill and private partnerships © bill: 
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Among other things, the report recom- 
mends that no-par-value shares should 
be compulsory for all types of share 
issue, including preference, on the 
grounds that only by this means can 
Ghanaians grasp the true nature of a 
share. It also advocates a ban on non- 
voting equity shares. 


GUINEA 


Bankers’ Iron Venture—A consortium 
of European banks to be known as 
Consafrique and composed of the Banque 
de |’Indochine, the Deutsche Bank and 
Hambros of London has been given 
an important iron ore concession by the 
Government. In return, the Govern- 
ment is to have a holding in the company 
which will, however, have ‘“‘ complete 
political and financial independence ’’. 


HONG KONG 


Cotton Pact Ending ?—The three asso- 
ciations representing 90 per cent of the 
local cotton manufacturing industry 
issued a statement in London at the 
beginning of May declaring that they 
will not agree to a renewal of the 1959 
undertaking to limit exports to Britain 
for a three-year period. Subsequently, 
there were discussions between leaders 
of local textiles industries and repre- 
sentatives of the Government on the 
future of the pact. 


ICELAND 


° 
Specialized Banks—The separation of 
the central banking and commercial 
banking functions of the National Bank 
of Iceland set in motion in 1957 has 
been carried to completion; all ties be- 
tween the two departments have now 
been severed. The commercial banking 
section retains the name of the National 
Bank of Iceland: its functions will be as 
before except that the mortgage depart- 
ment of the central banking section has 
been transferred to it. The central 
banking section is renamed the Central 


Bank of Iceland. 
INDIA 


Western Aid—Britain has committed 
itself to make two loans—one for £30 
millions and the other for £10 millions 
—as an initial contribution to the cost 
of carrying out India’s Third Five-Year 
Plan. At a meeting of the Western 
countries comprising the so-called Aid- 
India Club held in Washington late in 














April the United States offered an initial 
contribution of $1,000 millions towards 
the financing of the Plan. But hopes 
that the other members—Britain, Ger- 
many, Japan and Canada—would to- 
gether match this sum were not fulfilled, 
their combined offer is said to have 
been in the region of $650 millions. 


IRISH REPUBLIC > 


Into Europe ?>—The Prime Miainister, 
Mr Lemass, has made it clear that if 
Britain joins the Common Market the 
Republic will take similar action. As 
this would entail dismantling industrial 
tariffs and quotas over a period of years, 
there was an urgent need, he said, for 
rationalization of many industries. 


Tax Cut—The budget for 1961-62 pre- 
sented in the second half of April 
reduced the standard rate of income 
tax by a further 8d (there was a cut of 6d 
in the 1959-60 budget), bringing it down 
to 6s 4d in the £, the lowest figure for 
more than twenty years. Other con- 
cessions included the raising of the limit 
for earned income relief and increases 
in social assistance payments. ‘To meet 
part of the cost, tobacco duties were 
raised and a duty imposed on imported 
newspapers. Current account expendi- 
ture for the year was put £5 millions 
beyond the 1960-61 level and the rise 
in capital outlays at about the same 
figure. Most of the additional capital 
outlays are for strengthening tourism 
facilities, improving the transport system 
and developing agriculture. 


JAPAN 


“Security Yen ’’—New arrangements 
designed to encourage foreign investors 
to take a bigger interest in Japan by 
making it easier for non-residents to 
dispose of investments in the country 


have been introduced. They allow 
foreigners who acquire Japanese stocks 
with foreign currencies to dispose of 
them at any time and credit the pro- 
ceeds to non-resident yen accounts. 
They will be allowed to sell balances on 
these accounts to other non-residents at 
rates of exchange determined, like the 
rate for security sterling, by the play of 
supply and demand. 


Restraint Warning — The Bank of 
Japan has warned that the balance of 
payments situation may deteriorate seri- 
ously in the next few months owing to 
the fact that, while the export rise is 
slowing down, imports have been rising 
steeply. It has indicated that measures 
to restrain economic expansion may 
accordingly be needed soon. 


$80m Railways Loan—The World 
Bank has approved a loan of $80 mil- 
lions to the National Railways system 
for financing part of the cost of a new 
311-mile railway linking Tokyo with 
Osaka. ‘The total cost of the project, 
which it is hoped will materially reduce 
the present overloading of rail and road 
transport facilities in the country’s 
major industrial area, is put at $548 
millions. It is expected to take three 
years to complete. 


MALAYA 


M$5,000m Plan—The Government re- 
vealed in the Speech from the Throne 
at the opening of Parliament in the 
second half of April that it was planned 
to spend M$5,000 millions on develop- 
ment in the second Five-Year Plan 
period. It was intended to encourage 
rubber production both to meet the 
world shortage and the challenge from 
the synthetic product. ‘To ensure inter- 
national confidence in the stability of 
the Malayan market in rubber, arrange- 





Assets exceed 
Rls. 2,862,218,546 


LONDON : 91 Moorgate, London, E.C.2 
Monarch 8425-6 


BANK BAZARGANI IRAN 


(Commercial Bank of Iran) 
Head Office: TEHERAN, IRAN 


The Bank conducts all classes of domestic and foreign business and places 
the experience of the largest private commercial Bank in the country at 
your disposal. Trade enquiries are welcomed and should be sent to: 


Representative Offices: 







Capital 
Rls. 200,000,000 











HAMBURG : 10 Bleichenbriicke, Hamburg 36 
344626-7 
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ments were being made to set up before 
the end of 1961 a rubber exchange 
“organized and established on sound 
lines acceptable to international trading 
circles ’’. 


NETHERLANDS 


Foreign Bond Issues Permitted—The 
authorities have sanctioned the reopen- 
ing on a limited scale of the Dutch 
capital market to foreign bond issues, 
which have been the subject of a more 
or less complete ban since 1956. Issues 
will continue to require authorization 
by the central bank in each case. Loans 
will have to be raised in Dutch florins 
and no part may be placed privately in 
advance. Foreign share issues have been 
permitted for some time past. 


NORWAY 


Anti-cyclical Deposits—The Minister 
of Finance has announced that com- 
panies will be able to obtain tax relief 
in respect of deposits made in special 
investment reserve accounts at the cen- 
tral bank. The funds will be deposited 
for a period of not more than five years 
but may be released by the authorities 
at any time during that period. ‘The 
scheme represents a revival of an earlier 
one—also designed to help the Govern- 
ment prevent excessive swings in eco- 
nomic activity—which ran from 1950 
to 1956. 


PAKISTAN 


US Railway Loan—The United States 
has granted Pakistan a further loan of 
$8.5 millions for purchasing American 
railway equipment. ‘This brings the 
total of US credits for railway moderniza- 
tion to $31 millions. 


PERU 


UK Assistance—The formation of a 
British financial and industrial group to 
participate in the development of the 
country has been formally announced. 
Headed by the English Electric Com- 
pany, the group will assist in the Mantaro 
River hydro-electric project. 


POLAND 


“Dumped” Eggs— The _ British 
authorities have ruled that the low prices 
charged for Polish eggs placed on the 
UK market in recent months have in- 
volved a margin of dumping; they have 
agreed not to impose anti-dumping 
duties in return for a Polish under- 
taking to scale down exports to Britain. 


SPAIN 
IMF Repaid—The authorities have 


taken advantage of the continuing 
growth of the reserves to complete the 
repayment ahead of schedule of the $50 
millions stabilization credit obtained 
from the International Monetary Fund 


in mid-1959. 


German Aid—Spain’s possible inte- 
gration in the Common Market was 
among the subjects discussed at meetings 
between the German Miuinister for Eco- 
nomic Affairs, Dr Erhard, and Spanish 
Ministers in Madrid in the first half of 
May. Dr Erhard stressed the importance 
of liberalizing Spanish trade and prom- 
ised substantial aid for industrialization 
—DM 200 millions for the early stages 
has been reported—in the economic 
agreement signed by the two countries. 


SWEDEN 


Investment Boom Continues — An 
official survey of industrial investment 
plans for 1961 indicates that fixed in- 
vestment in industry and mining will 
entail outlays about 24 per cent above 
the 1960 level. The results of the 
survey give no indication that the official 
appeal at the beginning of the year for 
restraint in this field (because of the 
danger of the boom leading to the 
emergence of an inflationary situation) 
has met with a substantial response. 


Trade Fair, 1962—A plan for holding 
a British trade fair in Stockholm be- 
tween May 18 and June 2, 1962, has 
been announced. It is jointly sponsored 
by the Federation of British Industries 
and the Export Council for Europe and 
will be one of the largest British fairs 
ever held abroad. One of the main 
purposes will be to reverse the recent 
decline in the British share of the 
Swedish market, which now represents 
13 per cent of the whole, compared with 
20 per cent ten years ago. 


SWITZERLAND 
Hot Money Flood Checked—The big 


inflow of hot money into the country 
that occurred in the weeks immediately 
following the revaluation of the D-mark 
early in March was checked, though 
not reversed, during April. The central 
bank has been gradually converting into 
gold the big accumulations of foreign 
exchange built up as a result of the 
capital inflow, though in the first half 
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of May its foreign exchange holding was 
still well above its normal modest figure. 


THAILAND 


World Bank Loan—The World Bank 
has granted Thailand a loan of $22 
millions to help finance a_ six-year 
programme of railway expansion and 
modernization. It is repayable in twenty 
years and bears interest at 5# per cent. 
Thirteen commercial banks — mainly 
American but including British, French 
and Japanese institutions—are partici- 
pating in the loan to the extent of just 
under $2 millions. The total cost of 
the project is put at $55 millions, of 
which $35 millions is in foreign cur- 
rency. The rest of the money is being 
found by the State Railway organization. 


UNITED ARAB REPUBLIC 
£20m Credit Facilities—The London 


merchant brokers, C. ‘Tennant, Sons 
& Co, have signed an agreement with 
the Minister of Industry whereby they 
will make available credit facilities for 
the purchase of British capital goods to 
the value of £20 millions repayable over 
five years and bearing interest at 5 per 
cent. 


USSR 


New UK Trade Drive—The Presj- 
dent of the Board of Trade, Mr Maud- 
ling, has stated that the exchange of 
trade fairs must be regarded as the 
springboard for a new drive by the 
British Government to increase trade 
with the Soviet bloc. Considerable 
interest has been taken by the Russians 
in the British exhibition which opened 
in Moscow last month. 


VENEZUELA 


Austerity Programme—President 
Betancourt asked Congress early in May 
for approval for a drastic austerity pro- 
gramme aimed at remedying the con- 
tinuing weakness of the balance of 
payments and internal finances. Among 
other things, it calls for cuts in the 
salaries of civil servants and sharp tax 
increases to reduce the budget deficit. 
He explained, however, that it would 
not be in the national interest to increase 
the tax burden on the oil industry. 
The industry had been singled out for 
tax increases in 1958, while state par- 
ticipation in its profits in 1960 was over 
70 per cent. 

















i i te a A A ll ll. All lll ll 


Enterprise in 
West Africa 


The rapidly expanding economy of the 
West African territories in which we 
operate, offers excellent opportunities to 
enterprising firms and particularly to 
i those who accept the warm invitation by 
the West African governments to enter 
‘ the field of local fabrication in Nigeria, 

Ghana and Sierra Leone. Through its 
4 long association with conditions there, the 

Bank of West Africa can provide unique 
and comprehensive facilities to all who 
are interested in West Africa. If you 
would like up-to-the-minute informa- 
tion which will help you in your West 
African projects, we will be very pleased 
to provide it. 
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BANK OF WEST AFRICA LIMITED 


Agents in New York: THE STANDARD BANK OF SOUTH AFRICA LIMITED 
Every description of Banking Business undertaken 

The Bank provides exceptional facilities for financing trade with West Africa 
Principal Stockholders: Lloyds Bank Ltd., National Provincial Bank Ltd.. 
The Standard Bank of South Africa Ltd., Westminster Bank Ltd. 


Bank of West Africa Limited 
ESTABLISHED 1894 
Sylvester Gates, C.B.E., Chairman 


AUTHORISED CAPITAL £6,000,000 
ISSUED AND FULLY PAID CAPITAL 


£4,000 ,000 
RESERVE FUND £2,500,000 


Head Office: John C. Read, General Manager 
37 Gracechurch Street, London, E.C.3 yy 





Also at: f 


106-108 PORTLAND STRFET, MANCHESTER 
25 WATER STREET, LIVERPOOL 
49 SCHAUENBURGERSTRASSE. HAMBURG 


Over 100 branches throughout NIGERIA, GHANA. 
SIERRA LEONE, GAMBIA, and at DUALA 
(Cameroun) 
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APPOINTMENTS AND RETIREMENTS 


British Bankers’ Association—Sir Oliver 
Franks has been elected chairman; Lord 
Monckton, chairman of Midland Bank, 
Mr R. D. Fairbairn, of the Clydesdale hy 
North of Scotland Bank, and Mr R. 

Low, of the Bank of London & South 
America, have been elected vice-presidents. 


Bank of London & Montreal—Mr S. 
Strathy to be general manager in succession 
to Mr F. Bottrill. 


Barclays Bank-—Chelmsford Dist, Local 
Head Office: Mr D. H. V. Thomas, from 
Park Lane, to be a local director. Newcastle 
upon Tyne Dist, Local Head Office: Mr A. J. 
de N. Rudge, from Cambridge Dist, to be 
a local directors’ assistant. Norwich Dist, 
Local Head Office: Mr R. J. Sale, from 
Shrewsbury Dist, to be a local directors’ 
assistant. Pall Mall Dist, Local Head Office: 
Mr J. D. Clayton to be a local directors’ 
assistant. Chief Foreign Branch: Mr F. 
Boadella and Mr G. R. Squire to be 
assistant managers. Manchester Foreign 
Branch: Mr 'T. .Hilton to be manager. 
London—Bow: Mr J. M. Joseph, from 
Roman Rd, to be manager on retirement of 
Mr F. M. Dove; Putney, High St: Mr 
L. J. F. Cooper, from Wimbledon Common, 
to be manager on retirement of Mr J. P. V. 
Hawes; Roman Rd: Mr J. R. Truphet, 
from Mile End, to be manager; Shoreditch: 
Mr B. L. Cripps to be manager on retire- 
ment of Mr R. F. G. Hanbury; West Smith- 
field: Mr B. D. Blythman, from Mount St, 
to be manager on retirement of Mr L. E. 
Youngman; Wimbledon Common: Mr M. H. 
Hedge, from Wimbledon Park, to be 
manager; Wimbledon Park: Mr R. A. Notley, 
from Mitcham, to be manager. 


British Bank of the Middle East—Mr 
F. J. L. Wilkes and Mr A. Macqueen to be 
assistant general managers in the London 
Office. 

British Linen Bank—Huzntly: Mr J. Fraser 
to be joint manager with Mr G. F. Dickson. 
District Bank—Colwyn Bay: Mr S. L. 
Wood, from Llandudno, to be manager. 
Manchester, Sharston: Mr H. Downes to be 
manager. 


Gillett Brothers Discount Co—Mr G. E. 
Bullard to be manager and Mr W. J. 
Kilpatrick to be secretary in succession to 


to Mr F. M. Gilbertson. 


Lloyds Bank—Head Office: Mr W. J. 
Ingamells, from North West Dist, to be 
a joint general manager on retirement of 
Mr P. T. D. Guyer; Mr R. C. Battams to 
be a general manager (Executor and Trustee) 
on retirement of Mr D. H. Turner. Chief 
Inspector's Dept: Mr W. W. Lingard to be 
chief inspector on retirement of Mr L. W. 
Bayliss. Staff College: Mr J. B. Everritt, 
from Broad St, Reading, to be principal in 


succession to Mr F. H. Smith. Dist Office, 
North West: Mr J. B. Winter, from 46 Vic- 
toria St, to be district manager. London— 
Cannon St: Mr F. W. Crawley, from Head 
Office, to be manager; Kingsway: Mr J. W. 
Devonshire, from Pall Mall, to be manager; 
46 Victoria St: Mr V. G. Martin, from 
Kingsway, to be manager. Alresford: Mr 
C. J. Hughes, from Town Hall, Hove, to be 
manager. Ashton-under-Lyne: Mr J. H. 
Kaye, from Manchester, to be manager. 
Bedwor th: Mr S. F. Savage to be manager. 
Braunton: Mr P. Duckett, from Cullompton, 
to be manager. 

Midland Bank — London—Balham: Mr 
D. A. G. Fry, from Bellingham, to be 
manager on retirement of Mr C. C. Arm- 
strong; Bellingham: Mr A. Cronk, from 
East Dulwich, to be manager in succession 
to Mr D. A. G. Fry; East Dulwich: Mr J. B. 
Higginson to be manager in succession to 
Mr A. Cronk. Brighton, London Rd: Mr 
D. A. C. C. Sadd, “from North St, to be 
manager on retirement of Mr G. W. Relf. 
Bristol—Ashton Gate: Mr R. L. Claydon to 
be manager in succession to Mr R. B. 
Simmons; Baldwin St: Mr R. B. Simmons, 
from Ashton Gate, to be manager on retire- 
ment of Mr G. H. Lambert. Cleckheaton: 
Mr W. L. Dunderdale, from Church St, 
Sheffield, to be manager in succession to 
Mr P. N. Goodwin. 

Martins Bank—London, Income Tax Dept: 
Mr A. J. K. Moss to be manager. Burnley, 
Colne Rd: Mr J. N. Slater, from Liverpool 
Dist Office, to be manager. Guildford: Mr 
R. H. G. Beatrip, from Wigmore St, Lon- 
don, to be manager. 

National Provincial Bank—Head Office: 
Mr H. C. Pearson, a joint general manager, 
is to retire. London—Baker St: Mr C. B. 
Chalk, from Aldwych, to be manager; 
Gray’s Inn: Mr N. Sparks, from Shaftesbury 
Ave, to be manager; Regent St: Mr R. A. 
Chappell, from Baker St, to be manager on 
retirement of Mr D. T. Maynard. 

J. Henry Schroder & Co—Lord Ogilvy 
and Mr J. F. C. Hull have joined the board. 
Seccombe Marshall & Campion—Mr 
A. R. M. Mills to be manager. 

Smith St Aubyn & Co—Mr J. R. Downey 
to be manager and Mr F. J. Robinson to be 
assistant manager. 

Westminster Bank—London—Bayswater: 
Mr H. J. Clark to be manager; Brondesbury: 
Mr K. S. Browne, from Ealing Common, 
to be manager on retirement of Mr J. G. 
Brewer; Ealing Common: Mr B. W. L. 
Buckland, from Portman Sq, to be manager; 
Haverstock Hill: Mr M. R. Cartledge, from 
Harley St, to be manager on retirement of 
Mr C. J. M. Slade. Castle Cary: Mr S. A. 
Robinson, from Bridgwater, to be manager 
on retirement of Mr J. E. Stickland. 
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Date 


1938 


End-Dec: 


1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 


1959 

Jan. 21 
Feb 18 
Mar 18 
Apr 15 
May 20 
June 17 
June 30 
July 15 
Aug 19 
Sept 16 
Oct 21 
Nov 18 
Dec 16 
Dec 31 


1960 

Jan 20 
Feb 17 
Mar 16 
Apr 20 
May 18 
June 15 
June 30 
July 20 
Aug 17 
Sept 21 
Oct 19 
Nov 16 
Dec 14 
Dec 31 


1961§ 

Jan 18 
Feb 15 
Mar 15 
Apr 19 
May 17 


* Excluding items in course of collection and transit items. 


FINANCIAL STATISTICS 


Net 


Deposits* 


{mn 


2,200 


6, 253 
6, 365 
6,523 
6,532 
6,541 
6,618 
6,766 
6,745 
6 903 
6,995 


6,924 
6,687 
6,559 
6,631 
6,625 
6,670 
6,791 
6,779 
6,760 
6,773 
6,804 
6,798 
6,901 
7,121 


6,952 
6,769 
6,697 
6,857 
6, '340 








London Clearing Banks 


Liquid 
Assets 


{£mn 


672 


2,100 
2,327 
2,460 
2,382 
2,471 
2,492 
2,664 
2,493 
2,628 
2,251 


2,283 
2,280 
2,339 
2,477 
2,419 
2,543 
2,628 


2,541 
2,296 
2,217 
2,262 
2,244 
2,253 
2,292 
2,259 
2,266 
2,276 
2,287 
2,288 
2,399 
2,251 


2,456 
2,252 
2,188 
2,349 
4, 314 


Yot 


29.5 


So So So GG Go GS YW Y So 


NERSNNEAAS 
NWA RAR ONS bo 


AWWUARN WAAAY 


Special 
Deposits 


{mn 


(102.0)t 


143.6 


— 

> 

i) 
HBPHDAI10 DD WwW OO 


147.9 
147.2 
143 .3 
142.2 
145.0 


Investments 
Total Govt 
{mn es {mn 

637 28.0 a: 
1,965 31.0 1,889 
2,148 33.3 2,076 
2,275 34.0 2,194 
2,353 33.9 2,261 
2,016 30.5 1,928 
1,980 29.8 1,893 
2,049 29.6 1,962 
2,102 29.2 1,994 
1,710 22.3 1,597] 
1,271 16.2 1,159) 
2,021 29.1 1,912 
1,962 29.6 1,853 
1,928 29.1 1,816 
1,884 28.1 1,766 
1,837 27.3 1,719 
1,816 26.8 1,698 
1,812 25.6 » 
1,811 26.0 1,693 
1,802 26.0 1,684 
1,789 25.4 1,667 
1,729 24.0 1,608 
1,729 24.0 1,607 
1,720 23.1 1,597 
1,710 22.3 a, 
1,698 22.9 1,571 
1,618 22.7 1,486 
1,501 21.3 1,368 
1,439 20.0 1,309 
1,405 19.8 1,275 
1,376 19.2 1,245 
1,349 18.1 a 
1,340 18.5 1,210 
2 317 18.2 1,185 
1,312 6.2 1,360 
1,304 18.0 1,175 
1,289 17.7 1,160 
1,288 17.1 1,159 
1,271 16.2 e 
1,256 16.9 1,142 
1,238 17.1 1,124 
1,187 16.5 1,074 
1,114 715.2 1,001 
1. 5106 15.0 994 


Advances 


Net 
{mn 
964 


1,860 
1,665 
1,611 
1,783 
1,747 
1,832 
1,777 
2,126 
2,818 
3,323 


2,170 
2,251 
2,364 
2,412 
2,467 
2,496 
2,580 
2,580 
2.616 
2,649 
2,716 
2,752 
2,795 
2,818 


2,846 
2,933 
3,006 
3,094 
3,133 
3,134 
3,242 
3,236 
3,195 
3,203 
3,231 
3,238 
3,229 
aaa 


3,260 
3,303 
3,354 
3,423 
3,446 


Gross 


vot 
43.1 


, SY Go 89 Si SD 
OS NA ™ & CoO KR ‘LO 


Be So da BOND dO bo Yo 
o_™ 


44 


oo 
S Gri Co ™ Bm BQ DH G Go SG Gri @ HK CO 


= 
oP 
S B&Q S ™ Go © Go So Gi © Co Hy DS 


—ShRHRA LD 
Co So SO NIG: 
QV ta So Sa Gr 


t All asset ratios are computed in relation to gross deposits, and the advances ratio refers 
to gross advances. 
} Treasury Deposit Receipts. 
§ Figures subsequent to December 31, 1960, are affected by the transfer of Lloyds Bank’s 
This reduced the total of deposits at the clear- 
ing banks by about £50 millions; the distribution of the reduction in the clearing banks’ 
assets is not known. 
|| Mid-December. 


Eastern branches to National & Grindlays. 
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Trend of * Risk ’’ Assets 


(£ million) 
Apr 19, 1961 Change in —, 
% of Year to | Monthly Periods 
Gross April, | 
Deposits 1961 














Jan Feb Mar Apr 




















Investments: 
Barclays a _ ses 36.7 — 44.6 —- 1.3 -13.5 -14.9 — 
Lloyds oe - 2a ee | — 41.4 -15.2 -— 0. — — 5.4 
Midland 7 . aee-t 6.5 | = BS —15.2 — —-19.8 -10.0 
National Provincial .. 102.4 11.9 | —- 63.4 - 0.1 — -10.0 -27.9 
Westminster . . .. 6 Bae t= ees <_< oa — wees 
District a bs 32.6 12.6 | — 18.0 — - 40 -2.0 —- 0.4 
Martins 47.8 13.5 | = §.7@ — 0. — — —- 2.7 
Eleven Clearing Banks 1 5114.5 15.2 | — 324.6 —32.3 -17.9 -50.6 -—72.6 
Advances: | 
Barclays cs . £65.80 27.9 + 95.7 + 8.0 + 6.3 +17.1 +21.3 
Lloyds a .- 608.5 48.3 + 9,7 —-14.3 + 3.1 + 7.1 +15.2 
Midland ‘5 so een “ZS +102 .9 + 0.6 +18.1 + 8.9 — 
National Provincial .. 449.5 52.1] + 42.4 —- 2.1 + 2.1 +13.8 +24.4 
Westminster. . .. 447.5 46.2 + 19.7 -14.0 + 2.6 -—- 1.2 + 6.1 
District ey - 1381.0 $0.5 + 20.2 —- 2.5 +5.2 + 3.0 + 4.7 
Martins ; .. 172.9 48.8 + 13.0 +48 +2.8 + 3.6 + 1.6 
Eleven Clearing Banks 3,456.0 48.4 +317 .6 ~20.0 +45.3 +52.9 +70.5 
Trend of Bank Liquidity* 
1958 1959 1960 1961 
Dec Dec Dec 


Mar 31 Mar 31 Jan Mar Apr _ 31 Jan Mar Apr 
Yo Yo %o Yo %e Yo %o 7o 70 Yo 7o 
Barclays —- Be BS Mt BF BE RSH Bi HSA 2. Rs Ra 


Lloyds -- 28.9 6.7 29.5 2.9 BSNS RS BRA BIT NS Ws 
Midland + 9 wet RSA B11 BS BMI RS Tt UMS URS CUR 
National Prov 34.0 36.0 31.1 37.0 37.6 30.0 30.0 33.5 34.8 29.8 31.3 
Westminster.. 35.4 33.2 32.8 33.4 34.8 33.4 32.3 32.2 34.7 32.0 36.0 
District .. wad Beet wwe 22:3 Bs st Be Bis Be BS Fes 
Martins oe fo) ©@.2 3.5 H.3 BSH HF BF HK. MH BRT 87 
All Clearing 

Banks .. 33.9 34.6 31.0 34.3 34.4 31.5 31.4 32.6 33.1 30.4 32.0 


* Cash, call money and bills shown as percentage of gross deposits. 





Money and Bill Rates 


Mondays: May 23, Mar 20, Apr 24, May 1, May 8, May 15, May 23,§- 
1960 1961 1961 1961 1961 1961 1961 
per cent 
Bank rate .. éa ee? 5T 5 5 5 5 5 
Treasury bills: 
Average allotment rate* 43. 4h 4} 448 4% 4. 445 
Market’s dealing rate, 

3 months 'F .. 44 433 455 44} 45. ts 43 
Bankers’ deposit rate .. 3 3 3 3 3 3 3 
Short money: 

Clearing banks’ minimum 32 33 32 3% 32 32 32 
Floating money . . .. 444 44438 44145 3248 334% 3242 £32343 
US Treasury Bill. . .- 3.497 2.278 2.186 2.300 2.232 2.264 2.354 


* Preceding Friday. +t Raised from 4% on 21.1.60. tf Raised to 6% on 23.6.60; lowered: 
to 53% on 27.10.60; and to 5% on 8.12.60. § Tuesday following Whit-Monday. 
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1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1960 
May 
June 
July 

Aug 

Sept 


1961 


1955 
1956 
1957 
1958 
1959 
1960 


1960 
Mar 


May 
June 
July 
Aug 
Sept 
Oct 

Nov 
Dec 

1961 


Jan 
Feb 


Date* 


1938 (av) 
1951 Dec 


> 


9? 


9? 


Oct 19 
Nov 16 
Dec 21 


Jan 18 
Feb 15 
Mar 15 
Apr 19 
May 17 


1938 (av) 
1951 Dec 


April if 


Mar. .. 


* For Scottish banks figures before Oct, 1960, relate to dates varying from bank to bank 
between the middle and end of month. For N. Irish to June 30 and Dec 31 and dates in 
+ Excluding items in course of collection and transit items. 

t Liquid assets comprise cash (excluding 100% note cover, above “‘ authorized ”’ circu- 
lation), balances with Bank of England, money at call and bills; all ratios calculated as 
percentage of gross deposits. 

|| Actual liabilities and advances of banking offices in N. Ireland other than National 
Bank, which is a London clearing bank; liquid assets and investments are computed pro- 
portions of the banks’ total holdings based on ratio of deposits in N. Ireland to total deposits; 
but British Govt. securities are actual holdings including those of offices in Eire. 
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Note 
Issue 
{mn 


17.9 


77 


85. 


92 


104. 


112 
118 
119 


122. 
125. 


123 


124. 
128. 
121. 
121. 
121. 
122. 
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46. 
106. 


120. 
118 
116. 
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132. 
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vi 
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130 
132 
132 
136. 
133. 
133. 
133. 
134. 
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middle of other months. 
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Scottish Banks 


Special 
Deposits 
{mn 


—_ 
On 
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O11 00 WU COD 
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Irish Ba 


Investments 
Total Govt 
mn % {mn 
142.2 58.1 _— 
384.2 50.9 373.5 
382.2 50.6 369.7 
416.6 53.7 403.7 
430.5 51.4 419.0 
378.1 48.7 364.9 
359.4 47.1 345.2 
351.7 44.9 339.3 
349.1 44.1 335.6 
313.5 37.7 289.0 
265.8 32.9 240.1 
294.4 37.5 7 
287.3 36.3 262.1 
285.5 36.6 << 
285.7 37.1 ia 
267.2 34.5 241.4 
265.7 33.8 240.0 
265.9 32.9 240.2 
265.8 32.9 240.1 
262.6 32.8 237.0 
259.2 32.7 233.6 
252.7 32.3 227.0 
251.6 31.9 226.0 
251.2 30.9 226.1 
nks|| 
 * aw - 
55.2 44.8 113.9 
57.4 43.3 101.3 
55.6 41.5 95.5 
54.6 39.9 98.0 
55.9 39.1 105.6 
53.6 33.6 100.0 
46.6 30.6 89.1 
53.0 36.2 100.0 
51.9 35.6 os 
52.1 35.9 _ 
50.1 33.5 93.1 
50.1 34.6 id 
49.7 33.9 - 
49.5 33.7 92.2 
49.3 33.3 - 
48.6 32.5 - 
46.6 30.6 89.1 
48.5 31.8 
48.9 32.4... 
49.5 32.4 90.7 


§ Treasury Deposit Receipts. 




















Advances 
{mn % 
82.6 33.7 
221.7 29.4 
200.7 26.5 
191.8 24.7 
217.8 26.0 
200.4 25.8 
204.8 26.9 
206.9 26.4 
235.6 29.8 
311.6 37.5 
342.7 42.4 
341.8 43.5 
342.5 43.3 
338.7 43.5 
335.7 43.5 
336.5 43.4 
333.3 42.4 
341.4 42.3 
342.7 42.4 
338.9 42.3 
344.1 43.4 
352.1 45.0 
366.5 46.5 
8 43.7 


362.8 


24.1 .. 
52.4 42.5 
57.8 43.6 
56.1 41.8 
56.7 41.5 
64.0 44.8 
70.2 46.6 
80.3 52.8 
74.7 51.0 
77.5 53.1 
77.8 53.4 
79.7 53.3 
82.0 56.7 
81.0 55.2 
83.0 56.5 
82.8 55.9 
83.1 55.5 
80.3 52.8 
79.7 52.2 
81.3 53.9 
83.4 54.6 
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THE EXCHEQUER FINANCES 


I—The Budget 


(£ million) 





Gain or 
Original Expected April 1, loss* on 
budget gain or 1961, to corresponding 
estimates loss* on May 20, period of 
1961-62 1960-61 1961 1960-61 
Total Inland Revenue 3,598 + 386 287 .9 + 35.9 
Customs and Excise 2,510 +120 384.1 + 12.7 
Other revenue ‘ wa 400 + 68 93.5 + 53.8 
Total ordinary revenue . 6,508 +574 765.5 +102 .4 
Debt interest (including sinking fund) 700 os 102 .6 - 5.6 
Other consolidated fund 115 — 17 10.7 —- 1.1 
Supply expenditure 5,187 — 198 656.9 — 61.7 
Total ordinary expenditure 6,002 — 215 770.1 —- 68.3 
Above line surplus or deficit .. + 506 +359 4.6 + 34.1 
Net deficit below line —575 — 34 —58 .0 —- 57.8 
of which 
local loans (net lending shown 
minus) is + 57 + J] +71.5 + 0.3 
loans to state industries, net .. —339 - f] —4].7 —- 38.2 
Total deficit ‘a — 69 +325 -62 .6 - 23.7 
* Plus indicates increase in receipts or surplus, fall in expenditure or deficit. Minus 
indicates fall in receipts or surplus, rise in expenditure or deficit. 
Ii—National Savings 
(£mn: Receipts into Exchequer reported during period) 
Savings Total 
Certi- Defence Savings Premium ‘Total Accrued Defence Remain- 
ficates Bonds Banks Bonds Small Interest Bond _— ing In- 
(net) (net) (net) (net) (net) Maturity vested* 
1953-54 .. +19.0 + 0.3 -— 79.3 — - 60.0 88.6 —38.4 6,008.7 
1954-55 .. +46.0 +51.1 — 35.4 = + 61.7 88.8 —28.8 6,126.2 
1955-56 .. +19.7  +21.5 — 80.4 — —- 39.2 82.7 —-50.8 6,123.6 
1956-57 .. +72.0 + 3.2 — 20.6 +65.0 +119.5 32.3 —-38.9 6,240.0 
1957-58 .. -—21.3 —22.2 —-62.4 +80.2 —- 15.6 45.9 —-17.7 6,272.0 
1958-59 ..+131.9 +117.9 -55.2 +66.5 +270.4 54.4 —-10.0 6,582.0 
1959-60 .. +66.9 +144.4 +52.7 4+41.1 +306.0 83.5 - 1.7 6,969.0 
1960-61 +56.8 +107.4 +29.5 +55.5 +248.3 92.7 —- 1.7 7,305.0 
1960-61 
April . + 7.8 + 8.4 +10.2 + 4.1 + 30.5 7.9 - 0.1 7,006.0 
1961-62 
April —- 3.1 +40 +4+15.6 + 3.8 + 20.3 5.3 - 0.1 7,330.0 


* After taking account of net sales through the Post Office Savings Bank of Government 


securities other than defence bonds. 





IlI—Floating Debt 


(£ million) 











Beginning of April* 
1959 1960 1961 
Ways and Means Advances: 
Bank of England , -— — — 
Public Departments . 291 .6 215.3 299 .4 
Treasury Bills: 
Tender. . 2,950.0 3,460.0 3,110.0 
Tap 1,986.3 1,845.7 1,599.2 
5,227.9 5,521.0 5,008.6 








May 
20, 
1961 


316.3 


3,180.0 
1,839.1 


Change in three 
months to 


May 20, 
1961 
+ 78.2 


+ 60.0 
+163 .9 


May 21, 
1960 
—- 46.7 


+120.0 
+ 28.7 








5,335 .4 


+302.1 


+102 .0 








* First return in each fiscal year (since split of Treasury bills cannot usually be calculated 


at March 31), 
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Sterling-Dollar Exchange Rates 























May 20, Mari17, Apr21, Apr28, May5, May 12, May 19, 
1960 1961 1961 1961 1961 1961 1961 
Official Market 
Spot 2.802 2.79% 2.793% 2.79% 2.793 2.793 2.79} 
3 months icpm tljgcpm tijcpm 1%cpm lijicpm tijcpm 1 7cpm 
Security* .. 2.763% 2.75% 2.77 2.782 2.79 2.793 2.79 
* New York market quotations. 
Britain’s Gold and Dollar Reserves* 
(Millions of US dollars) 
Financed by 
Net Gold Official Private 
and Dollar Special Reserves UK 
Surplus (+) Ameri- Payments Change at End Dollar 
Years and or Deficit (—) can and in of Balancest 
Quarters Aid Credits Reserves Period 
1946 — 908 -- +1123 + 220 2696 194 
1947 — 1431 “= +3513 — 618 2079 267 
1948 -1710 682 + 737 - 223 1856 295 
1949 ~tee 1196 + 116 - 168 1688 236 
1950 + 805 762 + 45 +1612 3300 257 
1951 — 988 199 - 176 - 965 2335 508 
1952 - 736 428 - 181 —- 489 1846 472 
1953 + 546 307 - 181 + 672 2518 491 
1954 + 480 152 — 388 + 244 2762 428 
1955 —- 575 114 - 181 —- 642 2120 480 
1956 - 626 66 + 573 + 13 2133 679 
1957 —- 419 26 + 533 + 140 2273 602 
1958 +1005 6 - 215 + 796 3069 654 
1959 + 449 — —- 782 — 333 2736 719 
1960 + 771 - 275 + 496 3231 1239 
1959: 

Il + 206 --- - 173 + 33 3172 737 
III + 164 — - 52 + 112 3284 672 
IV —- 94 — —- 454 — 548 2736 735 

1960: 
I + 107 — - 62 + 45 2780 928 

II + 180 — - 6/7 + 113 2892 1224 
III + 398 — —- 182 + 216 3108 1395 
IV + 87 — + 36 + 123 3231 1239 

1961: 
Jan + 25 — 11 + 14 3245 
Feb - 50 = -- - 50 3195 
March - 174 —- -= - 174 3021 re 
I - 199 — - ii - 210 3021 ne 
April - 59 = —- 14 - 73 2948 
Main Special Items Detailed 
Receipts Payments 
$mn $mn 
1946-50 US and Canadian loans.. 4,909 .- 1951-56 Annual service of US and 
1947-49 IMF loan , 300 Canadian loans, etc 181 
1948 South African loan 325 1954 EPU funding payment . 99 
1956 Sale of Trinidad oil 177 IMF repayment . 108f 
IMF loan 561 1958 Service of N Amer loans 188 
1957 India’s IMF loan | , 200 1959 IMF repayment. 200 
Return of interest on US IMF subscription 162 
loan 104 Repayment of Ex-Im 255 
Export-Import Bank .. 250 Service of N Amer loans 184 
1960 US bid for Ford Motor.. 367 1960 IMF repayments 307 
IMF gold payment cat 
Service of N Amer loans 187 


* Gold and convertible currency from Dec, 1958. + Source: Federal Reserve Bulletin. 
t Remainder of 1947-49 loan repaid in sterling. 
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LIFE 
ASSURANCE 


Whole Life—Without Profits Sum Assured £5,000 
Age next birthday 3O@ Annual premium £67.1.8 


_ 4, Ask for a complete table of 


attractive rates for Whole Life 
Me), |ele), m-Valom ii): (oral ee 


and Endowment Assurance. 
ASSURANCE COMPANY LIMITED 


Finsbury Square, London, E.C.2. 
Yj A HOME-SERVICE INSURANGE OFFICE 






























THE BANK OF INDIA LIMITED 


(Established 7th September, 1906) 


Capital Authorised 

Issued and Subscribed ... . . Rs. 5,50,00,000 
Capital Paid-up . . .. . . . . Rs. 3,00,00,000 
Reserve Fund. ..... . . ~ Rs. 3,10,00,000 


REGISTERED OFFICE AND HEAD OFFICE: 


70/80 MAHATMA GANDHI ROAD, FORT, BOMBAY 


Branches in the principal cities of India. 


BRANCHES OUTSIDE INDIA: 


LONDON—I!7, Moorgate, London, E.C.2. 


ADEN. DAR-ES-SALAAM. HONG KONG. JINJA. KAMPALA. KARACHI. 
MOMBASA. NAIROBI. OSAKA. SINGAPORE. TOKYO. 
Through its Branches in India, Pakistan, Malaya, Japan, Aden, East Africa, Hong Kong and London and 


through correspondents in the principal countries of the world, the Bank is able to finance business of 
every description on favourable terms. 
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Tullis 
Russell 
Security 


Cheque 
Tullis Russell offer the benefits of 50 years’ experience C 

and skill in making sensitized security cheque paper, of a Paper 
quality and character that help to safeguard the reputation 

of British Banking all over the world. Day and night, 


month in and month out, one of Tullis Russell’s machines 


~~ eA Ft h6h™®D 


oe at !)6hC CellC ae 


is engaged entirely in making this paper for all the big 
banks at home and overseas. Every stage of the work is 
supervised by qualified technicians specially trained to 
control and develop the paper’s protective qualities. 

For safety, security and consistency of quality, specify 
T.R. Security Cheque Paper—it is a credit to Banking! 


Tullis “Russell 


¢ CO LTD 


THE PIONEERS OF TWIN WIRE PAPERS FOR PRINTERS & SPECIALISTS IN THE MANUFACTURE OF TECHNICAL PAPERS FOR INDUSTRY 


SCOTLAND: Auchmuty & Rothes Paper Mills, Markinch, Fife LONDON: “Ivorex House’ Upper Thames St., E.C.4 
BIRMINGHAM: 18-19 Ludgate Hill MANCHESTER: 372 Corn Exchange Buildings, Corporation Street 
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BANK OF WEST AFRICA LIMITED 





Continued Flow of Foreign Capital into Africa Vitally Necessary 





Mr. Sylvester Gates on the Concept of Nationalization in 
Underdeveloped Countries 





HE 67th Annual General Meeting of 
Tu Bank of West Africa Limited will 

be held on June 8 at the office of the 
Company, 37 Gracechurch Street, London, 
E.C.3. 

The following is an extract from the 
statement by Mr. Sylvester Gates, C.B.E., 
the Chairman, which has been circulated 
with the report and accounts for the year 
ended March 31, 1961: 

The Balance Sheet shows no change in 
the capital of the Bank; but the Reserve 
Fund has been increased by £600,000, of 
which £200,000 has been allocated from 
the profits of the past year and £400,000 
transferred from Contingencies Account. 
The total of the Reserve Fund is now 
£3,300,000. Our inner reserves remain 
amply sufficient for their purpose. 

Current, Deposit and other Accounts 
show a small decrease by comparison with 
a year ago, mainly due to the fact that 
issues of Treasury Bills by the Governments 
of Ghana and Nigeria have attracted many 
millions of pounds which would otherwise 
have been left in the banking system. The 
changes on the assets side of the Balance 
Sheet reflect the increased demand for 
accommodation made upon us in the 
course of the year owing to the excep- 
tionally heavy crops and the _ general 
buoyancy in trade. 

Money at Call and Short Notice is lower 
than a year ago but there is an increase in 
our holdings of commercial bills, while 
our Loans, Advances and other Accounts 
are very sharply increased at £36,789,937. 
Though our liquidity ratio is thus lower 
than that of a year ago it will rise over the 
next two or three months as our seasonal 
advances are liquidated. 

I am glad to be able to report that the 
business we have done over the year in 
West Africa and with other countries who 
are developing a greater interest in West 
Africa has not only met our increasing costs 
but has resulted in a better profit enabling 
your Board to recommend to you an 
increase of 1 per cent. in the dividend. 

The changes which have swept over the 
continent of Africa during the past decade 


have been so swift and spectacular, have so 
deeply affected agriculture, industry and 
social and political relationships that we 
must view them as forming parts of a great 
revolution whose final pattern is not yet 
discernible. One prediction, however, can 
safely be made. 

Unless foreign investment continues to 
flow into Africa on a massive scale, the 
upward surge we have witnessed will prove 
to have been largely abortive, and the 
newly emerged nations will be in danger 
of relapsing into a poverty all the more 
embittered by the brief glimpse they have 
had of better possibilities. 

The new states are confronted by two 
fundamental tasks—to create national unity 
and to build up a diversified economy. In 
order to mould their peoples into national 
entities with 2 common purpose political 
leaders must of necessity foster national 
sentiment. 

But unfortunately, the easiest way to 
arouse it is to deflect grievances outwards 
so that they become directed against 
foreigners, and more particularly against 
the very people who are providing the 
money and the skills without which the 
second aim of economic development can- 
not be carried out. 

Threats of nationalization and discrimina- 
tion against overseas companies are perhaps 
the most harmful of the manifestations of 
which I am thinking. 

It is not enough for a government to give 
guarantees and pledges; these must be seen 
to be backed by public opinion in its 
country. More than once highly placed 
persons have expressed hostile views at 
variance with official policy, and though 
the more extreme of such statements have 
been quickly repudiated by the govern- 
ment, the threats live on in the minds of 
the threatened. 


The Concept of “‘ Nationalization ” 

But there has been some lack of under- 
standing in the investing countries as well. 
One cause of distrust and hesitancy has 
been an emotional reaction to the concept 
of “ nationalization’’. In Britain it has 





































popularly become associated with the sup- 
pression of private enterprise, compulsory 
acquisition, inadequate compensation, in- 
efficiency and waste. 

In West Africa and other countries with 
like problems, the term has a different 
connotation. ‘These are places where liquid 
capital in private hands is relatively small 
and immobile compared with the reserves 
which have come into the keeping of public 
bodies. So it is reasonable that public 
funds should be used to participate in new 
industries; indeed, the readiness of overseas 
investors to set up major ventures in Africa 
is often conditional on such collaboration. 

The prospects of growth in Nigeria and 
Ghana, their substantial holdings of funds 
overseas, their small national debts, their 
wealth of natural resources, the potentialities 
of their domestic markets and their proved 
determination to protect their new in- 
dustries, should provide an attractive setting 
for industrial enterprise. These nations 
have only to prove their political stability 
to ensure the continuing support of private 
investors abroad. 


Tremendous Need for Development 


Wherever one looks in Africa one finds 
territories, mostly now independent, which, 
whatever their local problems, have one 


thing in common—a tremendous need for 
development that only foreign capital can 
provide. Sometimes that capital will be in 
the form of money, sometimes in other 
forms. Whatever shape it takes, however, 
it is bound to come from the goodwill, or, 
if you prefer, the enlightened self-interest 
of some highly industrialized states. 

Though there are comparatively few of 
these states they appear hitherto to have 
made little attempt to co-ordinate their 
efforts. Their assistance over the past 
fifteen years has certainly been of great 
value in Asia, Africa and Latin-America, 
but it would have been far more valuable 
still had it been made as part of a carefully 
thought out plan. 

This is not an original idea of course, 
but it is worth repeating because far too 
little has yet been done—through such 
instruments as the International Bank for 
Reeonstruction and Development and the 
International Development Association—to 
turn it into a reality. The day we get real 
co-operation between all countries able to 
contribute—and I think here particularly 
of the extremely valuable help that could 
be given by Western Germany—lI am sure 
that the future of those countries which 
this Bank exists to serve will be much 
brighter. 








BARCLAYS BANK D.C.O. 








Extraordinary General Meeting 























N Extraordinary General Meeting of 

Barclays Bank D.C.O. was held on 

April 28 at 54 Lombard Street, 
London, E.C.3. 

Mr. F. Seebohm, Deputy Chairman of 
the Bank, presided. 

The meeting passed a resolution sanc- 
tioning the increase in the authorised capital 
of the Company from £15,000,000 to 
£,25,000,000. The Chairman said that this 
would enable the Board to proceed with the 
Rights Issue of three new shares at 30s. 
each for every £10 stock held and the 
simultaneous issue of 188,075 additional 
shares, at the same price, to stockholders 
on the register at the close of business on 
April 13, 1961. 

Three Special Resolutions altering the 
Articles were then passed by the Extra- 


lii 


ordinary General Meeting. ‘The first dealt 
with the necessary alteration to the Article 
stating the capital. ‘The second, taken in 
four parts, dealt with minor alterations in 
the Articles relating to the issue of balance 
certificates without charge, the replacement 
of lost share warrants, voting by directors on 
contracts in which they are interested and 
the submission of documents to the Stock 
Exchange. The third Special Resolution 
passed by the Meeting authorised the 
deletion of the provision in the Company’s 
Articles requiring a director to vacate office 
on his ceasing to be a British subject, which 
the Chairman said was felt to be inappro- 
priate for an organisation of a world-wide 
nature. 


The meeting then closed with a vote of 
thanks to the Chairman for presiding. 
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REA BROTHERS LIMITED 





Satisfactory Outcome of First Year as Public Company 








Rea Brothers Limited was held on 
~* April 28 in London. 

Mr. Walter H. Salomon (chairman and 
managing director) presided and, in the 
course of his speech, said: 

This is a special occasion, for it is not 
only the 41st Annual Report which we are 
making, but it is also the first Report and 
Accounts since your Company became a 
public company in October last year, and our 
shares were quoted on the Stock Exchange. 

I think you will consider that the results 
for the year to December 31, 1960 are 
satisfactory, and that they are well in accord- 
ance with the forecast made in the Prospectus 
when introducing the shares to the market. 
The profit for the year before taxation, but 
after all expenses and making a transfer to 
inner reserve, amounts to £186,385, as 
compared with £173,898 for the year ended 
December 31, 1959. After the Preference 
dividend, which is covered 114 times, the 
year’s earnings are equal to 224% on the 
equity capital. A dividend of 10%, less 
income tax, is recommended on the 160,000 
“A” Ordinary Shares, leaving £67,400 
after taxation to be carried forward from 
this year’s profits. 


[ Re: 39th annual general meeting of 


General Observations 

During the past year our Government 
has stressed again and again the necessity 
to increase our exports. We fully share the 
view that it is of the utmost importance that 
every effort should be made to achieve our 
goal in this respect, and we as bankers, 
being actively engaged in the finance and 
promotion of the export trade, are doing our 
best to lend this appeal our support. 

From correspondence which has appeared 
in the columns of the newspapers one learns 
of the anxieties and frustrations which the 
British export industry has to suffer and 
one wonders whether the Government 
could not lend greater assistance than 
hitherto in promoting the cause. The State- 
ment made on April 12 by the Board of 
Trade, whilst a step in the right direction, 
does not by any means go far enough in 
this respect. It is sometimes felt that the 
practical understanding of the problems of 
the day are not always with those who are 
in charge of the promotion, neither are 
they perhaps flexible enough to deal with 
important points quickly. 


In order to achieve this, might it not be 
possible to extend the present arrangements 
and to bring together a panel of working 
executives whose daily work keeps them 
au courant with the day-to-day problems 
facing the export trade, to be drawn from 
banks, exporting manufacturers, exporters, 
insurance companies, etc., from whose 
members a Standing Committee could be 
set up to meet weekly to give the benefit 
of their commercial advice to the Govern- 
ment Department in charge of the promotion 
of export. 


Apart from this, the question of financing 
long-term exports at fixed internationally 
competitive interest rates is a matter which 
needs further urgent consideration—pro- 
vision for a few large contracts does not 
meet requirements in general. Our European 
competitors have available to them many 
favourable credit arrangements developed 
over the years since exports are so vitally 
important to their economies. 


The other matter which to my mind is of 
equal importance is the stability of the 
pound sterling. Monetary measures alone 
are useless. They can be a useful mechanical 
weapon, but they cannot cure the root of 
the evil. It is no good concerning oneself 
merely with the machinery and techniques 
of credit management; one must think as 
well of the social, political and sociological 
forces bearing on the supply of and demand 
for credit, and whilst the Government is 
always appealing in this connection to the 
private sector of industry, little has been 
done by the Government itself to prune and 
cut its own expenditure. Without the 
Government giving a substantial lead in this 
respect, the position of the pound sterling in 
the long run can only cause us great anxiety. 


One thing is necessary above all—a new 
respect for money and the ethical principles 
associated with economic and monetary 
policy. Inflation must come to be regarded 
as morally wrong and politically dangerous, 
and it is only the Government which, by 
setting a practical example in this respect, 
can help in achieving this aim. 'To balance 
a budget, and to give incentive to people, 
it is not necessary to think of new forms of 
taxation; it is important to cut one’s suit 
according to one’s cloth, and this is what a 
responsible government should do. 










































The report and accounts were adopted. 


liti 








on 





The Westbourne Park 
Building Society is prepared 
to accept sums of £100, and 
multiples of £50 up to £2,500, 
for a fixed term of 1 year, 
bearing interest at the rate 
of 33% per annum, income 
tax paid by the Society. 


INTEREST PER ANNUM 


=£6.2.52 


5 : where Income Tax is paid 
ee , at the standard rate 


| year fixed TERM SHARES 


Here is a splendid opportun- 
ity of securing a high rate 
of interest for a guaranteed 
term and should particularly 
appeal to those who wish 
to be assured of a non- 
fluctuating income. Full 
particulars upon application, 





WESTBOURNE PARK 


BUILDING SOCIETY 


Member of the Building Societies Association. 


Head Office: Westbourne Grove, London, W.2 


Local Offices: Southampton, Southend, Worthing, Ashford (Kent), Newbury 
Newton Abbot, Bournemouth and agencies throughout the country 


Assets £33,330,000 Reserves £2,220,978 

















MODEL ROLAND & STONE 


Members of the New York and American Stock Exchanges. 


INTERNATIONAL 
SECURITIES 


120 Broadway, saci deiaaeane : 
New York 5, N.Y. ue Saint-Honore, 


Paris. 
Telephone: Worth 4-5300 
Cables: Morodeal Telephone: Anjou 9350 
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SINGER & FRIEDLANDER 


LIMITED 





Continued Steady Progress 





Singer & Friedlander Limited was held 
on May 24 in London, Sir George 
Rendel, K.C.M.G. (the chairman), presiding. 


The following is an extract from his 
circulated statement: 


During the accounting period covered by 
this statement we have continued to make 
steady progress. ‘lo this our American 
subsidiary has made a useful contribution. 


The proposed Final dividend of 64 per 
cent. makes, with the interim dividend of 
24 per cent. paid in October last, a total 
dividend of 9 per cent. on the Ordinary 
share capital in respect of the year 1960. 


The Consolidated Balance Sheet total is 
again substantially higher. It now stands 
at £13,350,992, which is an increase of 
{2,912,805 over the amount shown at 
December 31, 1959. 

For the first time since 1937 your Company 
is making an issue of Ordinary Shares 
otherwise than by the Capitalisation of 
Reserves. During the intervening period 
our Consolidated Net Assets have risen 


T sin 27th annual general meeting of 


from £330,000 to £2,689,544. The main 
purpose of the proposed rights issue is of 
course to bring our resources more into line 
with the growth of our business and to im- 
prove the relationship between them and the 
total of our liabilities. 


The results achieved during the first 
three months of the current year are gratify- 
ing and augur well for 1961. Activity in all 
sections of our business continues at a high 
level. I am glad to report that our ex- 
perience in Leeds, where we opened an 
office six months ago, is very encouraging. 


There are strong indications that the 
mild recession in the U.S.A. has run its 
course and that, if there is no political set- 
back, world trade should again expand. 
This and certain developments which may 
ultimately lead to a substantial increase in 
international liquidity, should make it 
easier for the authorities in this country not 
to be unduly sensitive to temporary adverse 
movements in the Balance of Trade. : 


The report was adopted and the board’s 
capital proposals approved. 








TO BANK MANAGERS 


since 


By appointment 
To Her Majesty The Queen 
Medallists 





Please consult us—we have been established 
1772 — regarding your customers’ 
JEWELLERY, SILVER, COINS and MEDALS. 


We will gladly advise you free of charge 


SPINK & SON, LTD. 


5,6 andv7 King Street, 
St. James’s, LONDON, S.W.1 


Tel.: WHIitehall 5275 
lines 
































N behalf of the Board of Directors of 
C) ine National Bank of Greece, Mr. 

Dimitri E. Helmis, Chairman of the 
Board and Governor of the Bank, submitted 
the Annual Report for 1960 to the General 
Meeting of the Shareholders on March 30, 
1961. Mr. Helmis underlined the im- 
portance of the work done by the Bank’s 
responsible services in furthering the 
economic development of the country. He 
also referred to the steps taken by this 
Institution to promote the expansion of 
industrial production. 


The technological and financial study 
group—said the Governor—which the Bank 
has set up in cooperation with the Betriebs- 
wissenschaftliche Institut in the Zurich 
Polytechnic, now extends every possible 
assistance to industry by helping it to face 
technological and organizational problems, 
and suggests improved methods of operation 
and production. Such methods will enable 
industrial units to operate more efficiently 
in a climate of international competition. 


New Interests 


The Bank has also been active in establish- 
ing new industries. ‘To this end it has 
endeavoured to create the necessary condi- 
tions for technical and financial cooperation 
with foreign firms and, more generally, to 
foster private initiative in manufacturing 
within the wider economic areas that have 
come into being. The Bank’s activity in this 
field is evidenced by its participation in the 
Greek ventures of the big French firms of 
Péchiney and St.-Gobain, as well as Pirelli, 
British Petroleum, etc., and also by co- 
operating with American and other firms, 
such as Dow Chemical, Pfizer, Ph6nix 
Rheinrohr, etc. 

In the field of chemical industry, in 
particular, the National Bank together with 
Saint-Gobain founded the Chemical Indus- 
tries Development Co. Ltd. The task of this 


lvi 


THE NATIONAL BANK OF 
GREECE 


and the Development of Greek Industry 


company will be to study the problems of 
chemical industry in Greece, in order to 
explore the possibilities of its growth and to 
take advantage of it through the establish- 
ment of new industries or by the extension 
and improvement of existing installations. 


Broader Objectives 


The Bank has also associated itself with 
British Petroleum in the establishment of the 
Aetolian Oil Company, with a share capital 
of two million drachmae. The purpose of 
this undertaking is to carry out prospecting 
work in the region of Aetolia and Akarnania. 


All these initiatives of the Bank are in line 
with the broader objectives of the Govern- 
ment’s long-term programme and actually 
tend to help in its implementation. 


A precise picture of the National Bank’s 
lending activity in the field of industry is 
given by the following figures (in million 
drachmae): 


of which 

End Total to Manu- 
of Loans and ss facturers % of 
Year Advances and Handi- Total 

craftsmen 
Ya 7,243.2 3,704.0 51.1 
68. .... 8,677.1 4,678.9 54.0 
a S. 9,875.0 5,504.9 55.7 
1960 .. 11,387.1 6,210.5 54.6 


Total assets and liabilities on December 
31, 1960, amounted to 15,730.1, invest- 
ments to 1,105.7, deposits to 11,159.9, other 
commitments to 3,762.9, gross profits to 
592.7. (All figures in million drachmae.) 


The General Meeting of the Shareholders 
of March 30 adopted the Governor’s Report 
and authorized the Administration of the 
Bank to pay a dividend of Dr. 80 per share 
as in the year 1960. 
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® DEVTSCHE BANK 


1960 — a favourable business year 


The balance sheet total of the Deutsche Bank grew by 
7.1 % from DM 10,500 million to DM 11,200 million in 1960. 
All business sectors took a successful development. The 
turnovers with our customers (except those with banks at 
home and abroad) rose by 13.7 % to DM 403,900 million. 
The cash balances held by the Deutsche Bank amounted to 
approximately DM 1,400 million. The overall liquidity came 
to 47.2 Yo. 

Deposits increased to DM 9,900 million (+6.6 %). DM 2,200 
million of that sum fell to savings deposits. 

At the end of 1960, the Deutsche Bank had outstanding loans 
in a total sum of approximately DM 7,000 million. The utili- 
zations of loans for import and export transactions were 
by about 15 % higher than in 1959. 


The General Meeting of Shareholders on May 4, 1961, 
decided 


@ to allocate another DM 50 million to the special reserve 
fund; 


@ to distribute a dividend of 16 %; 
@ to increase the share capital by DM 50 million to DM 


300 million — in a ratio of 5:1 (one for five) — at an 
issue price of 100 %. 


After the capital increase, the bank’s own resources 
amount to DM 600 million. 


At the end of 1960, a staff of 19,106 persons worked in 410 
branches of the Deutsche Bank. 





Balance Sheet as at 31st December 1960 with comparable figures 
(abridged) 








Dec.31,1960 Dec.31,1959 

ASSETS in Mill.DM_ in Mill. DM 
Cash Balances “a eo. . oo eeeeeeee 1,389.1 1,008.6 
Balances at Credit Institutions ...«..2.+s-> 446.7 548.6 
Bills of Exchange S sc es ee ot eoeeeeeee 2,109.1 2,171 9 
aera ae ee ee ee 481.8 320.0 
Medium-Term Interest-Bearing Notes (Bons de Caisse) 97.7 395.3 
+ th oe etn hs & ae b 6-6 0.8 8 941.8 1,058.4 
Equalization and Covering Claims ...... 501.0 502.2 
Holdings in Syndicates jes 6 6 eeeeves 223.5 188.5 
ee a a a a a a ee 4,230.3 3,532.7 
Long-Term Lendings ........+++26 ° 434.3 390.5 
Loans on a Trust Basis at Third Party Risk . . 64.6 59.8 
Dn «ss © 66 6 6 60s 460% ¢@ ° 80.5 66.5 
Real Estate and Buildings eoeeeeev ev eevee 153.8 148.6 
Other Assets eeoevoeoeveevoee eee eevee 67.7 82.2 
11,221.9 10,473.8 

















Dec. 31,1960 Dec.31,1959 








LIABILITIES in Mill.DM_ in Mill. DM 
Capital $62686.0@6666464666066668 6624 250.0 250.0 
Reserves eed@eoeoeeeceae & Ge 6 46 6-6 300.0 250.0 
We ES wcrc eco eee ee eées 9,903.8 9,288.2 
of which Sight Deposits ......562+ee% 4,775. 4,607.3 
Time Deposits ee ¢e@¢-@ ¢ eee 2,927.9 2 766.5 

Savings Deposits ....222e28:s 2,200.4 1,914.4 
Borrowed Funds .......4.4¢ coo eeee 16.0 16.2 
Own Acceptances in Circulation ..... ee 50.7 55.9 
Loans taken at Long-Term ......... ° 299.1 257.4 
Loans on a Trust Basis at Third Party Risk . . 64.6 59.8 
EP, SP ee 146.2 138.8 
Reserves for Special Purposes ... 4... 135.0 79.7 
Other Liabilities ..... *seeeoeeveeees 16.5 37.8 
re boos he 6 ee U's 66S 40.0 40.0 
11,221.9 10,473.8 


ne and 
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Profit and Loss Account for the Year 1960 with comparable figures 





1960 1959 
EXPENDITURES in Mill. DM in Mill. DM 
Expenditure on Personnel ...cececescsee 204.6 181.5 
Expenditure for Social Purposes, 

Welfare and Pensions ...ceesesece 32.7 30.2 
Other Operating Expenses ...eeeccees 57.6 53.7 
Toxes and Similar Dues .. 2... ee eee ee 136.2 109.7 
Additional Depreciation on Real Estate and 

errr ere eee ea ° 10.0 10.0 
Allocation to Legal Reserve Fund ...e-ee-e 25.0 - 
Allocation to Special Reserve Fund . «eee 25.0 35.0 
Profit ‘ae k 6 @ 2 @'¢ 64 @& 666 6 € B-6 40.0 40.0 


1960 1959 
RECEIPTS in Mill.DM in Mill. DM 
Interest and Discount .....+-ee6 eeee 218.4 175.3 
Commissions, Fees and Other Receipts .... 312.7 284.8 
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We are represented in Berlin by the BERLINER DISCONTO 
BANK, in Kiel by the Bankhaus WILH. AHLMANN, in the 
Soar by the SAARLANDISCHE KREDITBANK. An extensive 
network of correspondents and own representative offices 
abroad connects the DEUTSCHE BANK with all important 
places of the world. 


DEUTSCHE BANK 


AKTIENGESELLSCHAFT 


DUSSELDORF - FRANKFURT (MAIN) - HAMBURG 

















BANCO DI ROMA 














Capital - - 
Paid up - - 


Reserve - - 


Lit. 12,500,000,000 
Lit. 6,750,000,000 
Lit. 5,900,000,000 















HE Arinual General Meeting of Banco 

di Roma was held on April 21, 1961, 

and approved the Balance Sheet and 
Profit and Loss Account as at December 31, 
1960. 

The Report revealed the latest develop- 
ments achieved by the Bank during 1960 
in every section of activity in Italy and 
abroad. Assets had increased by over Lit. 
75,000 million to reach Lit. 854,000 million. 
Investments, which rose by Lit. 110,000 
million to Lit. 565,000 million, together with 
secured loans amounting to Lit. 82,000 
million, produced a total of Lit. 647,000 
million placed at clients’ disposal. The 
liquidity ratio was still ample and would 


allow the Bank to continue playing its part 
in the current economic expansion. The net 
profit of Lit. 1,131 million made it possible 
to distribute a dividend of 10 per cent 
and to allocate Lit. 500 million to the 
Reserve, which is thus raised to Lit. 5,900 
million, equal to more than 87 per cent of 
the Paid up Capital. 

The Board of Directors. met immediately 
after the Meeting, and confirmed the 
appointment of Cavaliere del Lavoro Ugo 
Foscolo as Chairman and of Baron Prof. 
Dott. Francesco Mario Oddasso and Dott. 
Massimo Spada as Vice-Chairmen. Man- 
aging Directors of the Bank are Gr. Uff. 
Raffaele Mancinelli and Dott. Achille Ruta. 
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WITH THE REFUGE 


for Lite 


DURING 1960... 
there were over 7 million Refuge policies 


in force. 


over £14 millions were paid to Refuge 


policyholders. 


benefits assured under new policies amounted 


K to £47 millions. 


From the Chairman’s Statement presented with 
the Annual Accounts May /196/ 





AND GENERAL INSURANCES 


REFUGE ASSURANCE COMPANY LIMITED 






CHIEF OFFICE: OXFORD STREET MANCHESTER |! 
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Further 
progress... 





We can again look back on a successful year. Depo- 
sits and advances have been further considerably 
increased, 


The rising turnover of our foreign business which 
=— joining the old tradition of our institution — we 
especially care for, show the prosperous development 
of German trade. Own foreign representations as 
well as a close network of corresponding banks 
guarantee prompt and reliable service all over the 
world, 


During 1960 the’ number of orders in the stock 
exchange business has been almost doubled and 
there were quick returns in foreign securities. We 
took part in introducing foreign shares on the German 
stock exchanges. 


For the year 1960 we pay a dividend of 16 per cent 
to our more than 20.000 shareholders. Before that we 
added the amount of DM 22 million to the reserves 
and so our total resources amount to DM 360 million. 
In consequence of the intended increase of capital 
our own resources will be further enlarged by 
DM 20 million. 





| BALANCE SHEET AS OF DECEMBER 31, 1960 . 





ASSETS LIABILITIES : 


Cath w.eccvceseces 77196527 Capito! stock seeceesces 1800000— 
Due from banks . eeeeesr 325 713 520.11 Reserves “eo a oe . ee 180 000 000.— 
f Bills of exchange «+--+ | 554815729.93 Special Reserves «.c 000 156404 244.47 











Treasury bills, ete. « «++ 287769 550.82 Deposits 
Short and medium-term notes 59 339 025.53 a) Sight coccccecc o 25091492515 
wowed — ; cee eee 680 565 803.36 b) Time oaeée6eee 6 ae ae 
qualization claims ogains . 
the Government . . ’. ° 114 940 679.79 ¢) Saving be eeeees 929517 345.14 i 
Debtors eee oe ee 2394 868 125.65 Due to banks “eevee eee 13) 588 009.57 
Long-term lendings «eee 427 65771695 Acceptances outstanding . . 3 344 602.99 { 
( Fermmenmenenss .ccceeee 57 000 000.— Long-term borrowings . ... 405671 664.55 { 
Bank premises, efc. eecec 96 000 000.— Other liabilities ..-.eeccee 47 557 591.09 
Other assets. eee eeees 14) 009 765.84 Net profit. .+eeseses 26 938 891.62 { A IN K4 
69397 39957025 | “6 957 399 570.25 | 
{ 
Guarantee liabilities .... .851015947.35 SINCE 1870 


Bills sold with endorsement. 77 153 765.79 








Notice as to dividend payment 
The General Meeting held on April 10, 1961 resolved that a dividend of 
16% is to be paid for the 1960 fiscal yeor. i) 
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HEAD OFFICES IN 
O M M FE R Ys B A N K DUSSELDORF - FRANKFURT A.M.» HAMBURG 


Offices throughout the Federal Republic of 
aa 2s 626-6 6 8k SE Ca A 69 Germany and in West Berlin 
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The Central Bank of Co-operative Credit Societies (Finland) 
BALANCE SHEET AT 31.12.1960 
ASSETS Marks 
NS We 6 Es oo a cane ChE MS OLE MAREE wd Owe eb ee Rew dae ein 1,184,038,123 
I a a a aad i a 69,107,038 
PRE orm her Se) rare pe on a 67,198,797 
Co-operative Credit Societies’ accounts 
i a a he ie ae de Oh A 6 Oe 6,895,676,926 
I 8 ee ae a. Sie an Sa kg ace Bid bod oR oa 3,269,740,995 
NS OEE Ce FORTE PE POE ee 14,279,678,607 
SR TEE Fe PEE CE CE OE i Ne) 9 445,996,808 
Ee et ae Li hid gaan ae Seka ad DORKS eee ee ee 1,295,209,218 
ee a a A eS da eal ts Gala ae Wack Be ee a a ee ae 458,417,110 
RES ESOS OEE OE LS Fae Te PE Tye OL. & 75,000,000 
ee auld std Ge bak dade de RSA DRA OER CAE he eee 153,927,239 
RE a hice 4 eich ia es alles kk el Sela aad oe Wa ee oe eee 100,000 
cis ie pkslsnebe din He Wken cua de oe Cees a> eee 615,451,521 
NS oe or cece ais pbk ed decades kee < seis eee 364,454,745 
; 38,173,997,127 
AE REWRITE en 
LIABILITIES Marks 
Accounts of Co-operative Credit Societies 
ee ae ee eee eee a aera Sou 5,796,937,619 
FFIEC LLL OT EP ET 2,950,700,000 
Ek oe ce ks nigh Seas be Ane e belt 3,412,072,638 
12,159,710,257 
Others’ accounts 
BO eg 5 a, AB wie. Lie baleen ee kWwhe eS mae 803,859,928 
i. a aide a ine cb a Re eo oad ke SAE OD 476,910,355 
1,280,770,283 
is ig bs Ho wiih Le Hes (ONT KAS ATED RA Oke Nad deeb eae eae — 
nis in Gas a's Kobi KR ee DREW ee ees eR ee Oe ae bane 5,506,724 
os ud ee che CePA Eds eho EO Oe a deleeh eek ewan 19,610,452,607 
IEEE TE SE EE OTE Oe EE ET OTT CEE ee oa re re 560,162,715 
oe en ids sip bd els Akh He Sead ee a ee ees 1,230,224,747 
Ne ea ig ite seas eke he MO ee wR R Shee RE 1 000,000,000 
ee oe ei ah hk e aad ob eee EPA RENERD Sea 1 200,000,000 
i Ce) eg a a ae oe oe ne a tee ck sa a een Mewes 1 000,000,000 
I oo ks pekinese shu ahead ses thee eae cee 24,668,433 
RP eT er ee ert ee re ee eee 102,501,361 
38,173,997,127 
PROFIT AND LOSS ACCOUNT 1960 
INCOME Marks 
Interest and commission from the granting of credit ...................05. 1,397,763,194 
Interest, dividends and agio from bonds and shares .................2.000- 150,218,513 
eS er ee es be wa ee hae Ub ene he debe 22,568,582 
I og a a Cdank 6 bab hb RcANw us 41,486,499 
ne a a kk a ee eee ie le wee 77,425,962 
1 689,462,750 
SE Oe a ae a a Marks 7,657,895,147 
EXPENDITURE Marks 
is wih i bide ws Ons OO ee eek seeded Ma ebeh a wiade che 1,149,024,848 
Ta a a ee a ee ee a 158,828,117 
Se re a Pee hy a aE nee awry ee! Py ce wee eee Be 3,981,916 
Amastine of Co-operative Credit Bocieties . oo icc cc icc ccc cn ccccceccesces 39,760,000 
ES kas i he oe ag ee eo SO bo a wk Bas ka ee wate koe a len D 14,632,951 
EEE Eee OF cee Rn DEE eee Pete Oi eae EE Be peer na er 4,463,923 
a kt aa cis el i ak OG Mae Rik EE Aaa A Da wba 216,269,634 
ESR Ee Re RS, rN Te Oe GN SRR ee ee 102,501,361 
1,689,462,750 
ESRI AOE ATI EES 
Aarno Nisula M. R. Niemi Lauri Sipila Sampsa Mantere Eino Salolainen 
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BAYERISGHE HYPOTHEKEN-UND WEGHSEL- BANK 


MUNICH 


Theatinerstrasse 9-18 Kardinal-Faulhaber-Strasse 10 





279 Branch Offices in Bavaria, the Palatinate and Baden-Wiirttemberg 





Offices of the Mortgage Department 
at 
Augsburg, Berlin, Dtisseldorf, Frankfurt/M., Hamburg, Hannover, 
Ludwigshafen/Rhine, Nurnberg, Regensburg, Saarbriicken and Wurzburg. 
Agent for Southern Baden at Freiburg i. Br. 





At the General Meeting held on April 12, 1961, it was agreed to distribute 
a dividend of 16% and a bonus of 5% on nominal DM 100,000,000 
common stock for the business year 1960. 


Payment will be effected as from April 13, 1961, through any branch of our 
bank and the other pay offices that have been publicly announced, against 
presentation of coupon No. 11 and less 25% capital revenue tax, 10% of 
which can be recovered upon request, in accordance with the Anglo-German 
agreement on double taxation. 





The following are some figures from the Balance Sheet as per December 31, 
1960: 


Capital (stock capital and reserves) , ‘ ; DM 255,000,000 
Deposits with the Banking Department P . about DM 2,301,654,000 
Savings Deposits included therein : , . about DM 948,462,000 
Pension Fund ; : : 7 , : . about DM — 73,717,000 
Debtors ‘ ‘ , : , ‘ : . about DM 1,217,409,000 
Long-term Loans of the Mortgage Department . about DM 1,686,858,000 
Outstanding Bonds and Borrowings of the Mort- 

gage Department ; , ‘ ; ; . about DM 1,789,006,000 
Net Profit . . ; ; . ; , . about DM — 21,177,000 


Munich, April 1961 THE BOARD OF DIRECTORS 
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BANQUE DU CAIRE 





Head Office: Cairo, Egypt, U.A.R. 





CONDENSED BALANCE SHEET AS AT 31st DECEMBER, 1960* 


ASSETS 


Cash in Hand and Balances with Banks and Correspondents. . 
Investments. . 

Bills under Collection 

Bills Discounted os 

Advances variously Secured and Other dubedniven 

Land and Buildings Jess Depreciation 

Furniture and Preliminary Expenses Jess Amnmmute Written Of 
Sequestration of the Property of French Subjects 

Sundry Debit Balances 


CONTRA ACCOUNTS ay 7, ay £E.38,370,585 


LIABILITIES 
Capital 
Reserves 
Deposits ’ 
Cover for Dumnnnes Credits and Lewes of Guarantee, ete. 


Banks and Correspondents: 





Central Bank of Egypt 3 i “ 3,200,000 
Local Banks and Correspondents .. ‘es 4,960,286 
Provisions and Sundry Credit Balances .. 
Net Profit 
CONTRA ACCOUNTS oe i - £E.38,370,585 


4 


cE. 
13,119,289 
7,623,834 
672,193 
4,266,597 
37,507,337 
199,022 
l 
3,076,043 
774,671 





67,238,987 








1,100,000 
669,250 
42,690,546 
5,224,287 


8,160,286 
8,952,231 
442,387 





67,238,987 











* Not including figures of our former Amman Branch which became an 
independent Jordanian Shareholding Company under the name of Cairo 


Amman Bank on Ist July, 1960. 
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Report of 


OSTERREICHISCHE LANDERBANK, VIENNA 
for the Year 1960 


from the general economic upturn, closed 

the 1960 business period with earnings— 
inclusive allocations to reserves—of 91 million 
Schillings after taxes. 

The most significant development of 1960 
was the sharp drop in the Bank’s liquidity. 
Contributing factors included reduced savings 
account: deposits, swelling credit volume, and 
the National Bank move to tie up additional 
funds for fiscal reasons. Landerbank earnings 
for the year reached an all-time high. 

Net earnings for the year climbed to 23.61 
million Schillings, including 1.48 million that 
had been carried over from the previous year. 
A 9% dividend on the Share Capital of 250 
million Schillings has been proposed. The 
net earnings of 1.11 million Schillings, remain- 
ing after the deduction of 22.5 million Schillings 
set aside for dividends, is to be carried forward. 

Despite the decline in the issuance of Austrian 
fixed-interest securities, the Landerbank hold- 
ings increased by.15.6 million Schillings. The 
Linderbank was again highly successful in 
placing its individually allocated quotas. 

The foreign exchange transactions of the 
Landerbank developed strongly in 1960, show- 
ing a rise of 10.9% over the preceding year. 
Schilling transactions on free and _ blocked 
Schilling accounts of foreigners were up 22.6% 

Decreased Austrian liquidity encouraged a 
stronger build-up of current accounts, up 
9.4% over the year, against only 2.5% in 1959. 


Ti Osterreichische Landerbank, profiting 


Current account entries rose 4.8%, while 
the number of accounts showed an increase of 
5.4% and now totals more than 200,000. 

The number of cheques handled was up 
19.1%, while cash deposits and withdrawals 
were 4.8 % higher. 

The balance sheet total climbed to 7.59 
billion Schillings. Of the 349 million Schillings 
increase in deposits, savings deposits alone 
accounted for 240 million, 27% of the bank’s 
total deposits. 

At the end of the year, the first-grade 
liquidity ratio was down to 15.6%, while total 
liquidity amounted to 60.1%. At the end of 
1959 comparable figures stood at 19.2% for 
first-grade liquidity and 55.2% for total 
liquidity. 

With 69 million Schillings allocated to re- 
serves, total capital and reserves, total capital 
and reserves of the Lianderbank, including 
special reserves, reached 832 million. Schillings. 
This sum represents 12.7% of the liabilities, 
as against a rate of 12.3% for 1959. 

Out of the net profit of some 23.6 million 
Schillings remaining after allocations to re- 
serves, a dividend of 9% is being paid on the 
capital (last year, 8%). 

As a result of the expansion of business, 
together with the opening of new branches and 
sub-branches, the number of the staff increased 
ay 2k fo At the close of the year under 
report the Landerbank had in its service 1,984 
persons. 


SUMMARIZED ANNUAL STATEMENT OF ACCOUNTS 


(in million Schillings) 


ASSETS 
1960 1959 
Cash Reserve... ap a ey 775.6 760.3 
Bills of Exchange 1,662.9 1,542.4 
Federal ‘Treasury Notes of the Republic 
of Austria a re 775.8 636.1 
Own Securities . . 529.8 478.6 
Short-term Claims against Credit Insti-: 
tutions We oe a ate 156.0 373. 
Debtors .. ; “o A .. 3,204.4 2,966.8 
Participations 368.6 309.6 
Real Estate and Buildings nA 34.5 24.6 
Other Assets... = wr 80.9 55.8 





7,148.0 














PROFIT AND LOSS ACCOUNT 
(in million Schillings) 





EXPENDITURES 
1960 1959 
Expenditure on Personnel a 113.0 105.9 
Expenditure for Social Purposes and 
Pensions 2 21.9 20.9 
Buildings and Equipment Depreciation 11.6 6.9 
Taxes and Levies 99.6 100.4 
Expenditure on Materials 36.8 34.4 
Allocations to Reserves 69.0 79.1 
Net Profit ’ 23.6 21.5 
375.5 369.1 





LIABILITIES 
1960 1959 
Creditors ; ee at .. 4,752.6 4,649.6 
Savings Deposits , zn .. 1,778.0 1,538.0 
Stock Capital .. 250.0 250.0 
Reserves in accordance with Article 11 
of the Banking Law .. 350.0 295.0 
Other Reserves .. 232.0 218.0 
Reserves for Specific Purposes _ 60.5 55.1 
Global Value Adjustments in accord- 
ance with Article 10 of the Recon- 
structions Law ey a 83.0 73.8 
Other Liabilities 58.8 47.0 
Net Profit eee Net Profit t brought 
forward) 23.6 21.5 
7,588.5 7,148.0 
RECEIPTS 
. 1960 1959 
Carried Over... ae als ina a 1.4 
Interest and Discount .. , 170.3 153.3 
Commissions and Fees. 172.2 169.6 
Other Receipts in Excess of Other 
Expenditure .. es . a 31.5 44.8 
375.5 369.1 











MOSCOW NARODNY BANK 





LIMITED 





A Year of Progress 





Noteworthy Growth of East-West Trade 





Mr. A. I. Doubonossov’s Review 





HE Forty-First Annual General Meet- 

ing of the Moscow Narodny Bank 

Limited was held on May 9, 1961, at 
4 Moorgate, London, E.C.2, Mr. A. I. 
Doubonossov, the Chairman, presiding. 


The. following is an extract from the 
Report of the Directors, which has been 
circulated with the Report and Accounts for 
the year 1960. 


The Directors have pleasure in presenting 
their 41st Annual Report, together with the 
Balance Sheet and Profit and Loss Account 
for the year ended December 31, 1960. 


Capital Increased 


We wish to refer first to the capital of 
the Bank. In view of the rapid expansion 
in the operations of the Bank, we proposed 
in our last Report that the capital should be 
raised from £525,000 to £1,200,000. This 


proposal of the Directors was approved. 


The Authorised Capital of the Bank has 
therefore been raised to £1,200,000, by the 
creation of an additional 25,000 Ordinary 
£3 shares, and of a new stock unit of 
200,000 7°% Preference £3 shares. At the 
end of 1960 the issue, for cash, of these new 
Preference shares had been completed, 
raising the Issued Capital of the Bank to 
£1,125,000, as now shown in the Balance 
Sheet. By the end of 1960 the Directors 
had also completed the arrangements for 
the issue of 25,000 new Ordinary £3 shares, 
to be financed by £75,000 from the balance 
of profits undistributed at the end of 1960. 


Important new capital resources have thus 
been placed at the disposal of the Bank. 
At the same time the Directors propose 
that the Reserve Account should be in- 
creased to £250,000. Subject to your 
final confirmation, our total Issued Capital 
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and Reserves will therefore be increased 
from £685,000 at the end of 1959 to 
£1,450,000. 


This strengthening of the capital position 
of the Bank provides a firmer basis for the 
conduct of our business, and for its further 
development. 


Confidence Justified 


The confidence expressed by the Direc- 
tors last year as to the future development 
of the Bank has proved to be justified. 


In 1959, we recall, the Bank’s total turn- 
over showed a substantial increase of £700 
million, from £1,400 million to £2,100 
million. In 1960 it is gratifying to note 
that this rate of increase was maintained, 
and that our turnover rose by a further 
£700 million to £2,800 million. 


The Profit and Loss Account now sub- 
mitted to you reflects the continued progress 
of the Bank. After provision for taxation, 
Directors’ emoluments, ex gratia payment 
to a past Director, and Auditors’ remuner- 
ation, the net profit for the year ended 
December 31, 1960, was £160,892. This 
represents an increase of £79,035 over the 
previous year’s figure of £81,857. 

This approximate doubling of the net 
profit from 1959 to 1960 can be considered 
very satisfactory, following as it does the 
substantial rise already shown from 1958 
to 1959. It provides an index both of the 
growth of our business, and of the profitable 
employment of the funds at the disposal of 
the Bank. 


The Directors propose that, from the 
undistributed profits available, the amount 
of £72,000 should be appropriated for the 
payment of a dividend of 12%, free of 
Income Tax, on the Ordinary shares. The 
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dividend in 1959, on a smaller capital, was 
9%, free of Income Tax. 

As already indicated, it is proposed that 
the reserves of the Bank should be increased, 
and for this purpose £82,500 is transferred 
to the Reserve Account. 

The Directors have also appropriated 
the sum of £75,000, in respect of the 
proposed capitalised bonus issue of 25 000 
Ordinary shares of £3 each, fully paid. 

The balance carried forward in the 
Profit and Loss Account is_ therefore 
£15,906. 

Balance Sheet 


Turning to the Balance Sheet, the Direc- 
tors wish to draw attention to certain 
changes in its presentation this year. These 
have been made in order to bring our 
practice in this respect into conformity 
with normal banking custom in this country. 
The liabilities of the Bank in respect of 
Guarantees and Indemnities, and Counter 
Guarantees received by the Bank, are now 
shown in Notes to the Balance Sheet, as 
are also details of the items Bills for Col- 
lection, and contracts for forward sales of 
foreign currencies. 

The Balance Sheet at December 31, 
1960, clearly reflects the further growth of 


our fundamental operations in financing 
East-West trade. Advances to Customers 
and other Accounts, with which are now 
grouped Bills Discounted, have increased 
to £36.3 mn. Guarantees and Indemnities 
entered into by the Bank also show a large 
increase. 

Last year we were able to report that 
the Bank had broadened the scope of its 
operations to include the discounting of 
bills. ‘This year we have entered another 
new and important field, and the Bank is 
now a dealer in the London foreign exchange 
market. 

While the operations of our Bank have 
continued to extend during 1960, there was 
much to be done also during this year to 
consolidate in a number of directions the 
rapid advance achieved during 1959. 

During this past year we have also moved 
to our new premises at 4 Moorgate, E.C.2. 
Our new home is larger and better adapted 
to our increased needs, and is also well 
situated for the conduct of our business 
in the City of London. 


Confidence in the Future 


The outlook for the future of the Bank 
is promising. During the recent period 


MOSCOW NARODNY BANK LIMITED 


Balance Sheet as at December 31, 1960 


LIABILITIES 


Capital Authorised. 200,000—7°, cum. Pref. shares of £3 each i 
200,000 Ordinary shares of £3 each ‘i 


Capital Issued. 200,000—7°, cum. Pref. shares of £3) each ey ae 


175,000 Ordinary shares of £3 each fully paid. 











Amount appropriated by the Directors from the Profit and Loss Account in respect of 
the proposed Capitalised Bonus issue of 25,000 Ordinary shares of £3 each fully 


paid, subject to confirmation of the Special Resolution for the ee 


General Meeting to be held on May 9, 1961 
Reserve Account. 
Profit and Loss Account. Unappropriated Balance 
Clients’ Current and Deposit Accounts ‘ 
Correspondents of the Bank a 
Miscellaneous Creditors 
Bills Rediscounted 


(Comprising Capital and Revenue Reserv es) ci 








ASSETS 


Current Assets :— 


eee with, and Cheques in course of collection on other Banks and Cash 


an 
“Sadcrenona A of the Bank : 
Money at Call and Short Notice 
Short Term Deposits 


Advances to Customers and other Accounts (including Bills discounted) 


Miscellaneous Debtors 


Fixed Assets :-— 


£ £ s. d 
600,000 
600,000 
£1,200,000 
600,000 
525,000 

sins £1,125,000 0 0 

75,000 0 O 

250,000 0 0 

15,905 10 5 

1,437,312 15 0 

51,449,159 2 9 

752,679 19 7 

479.906 Ss 2 

£55,584,963 16 0O 

£ s d Lee 
116,259 9 0O 
455,621 2 5 
9,966,475 18 2 
8,419,663 7 6 
36,262,539 10 4 
339,340 13 2 


55,559,900 0 7 





Bank Property (including Furniture and oe and Motor vane: at cost, 


less Sales and Depreciation 


25,063 15 
£55,584,963 16 0 
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good progress has been made in opening 
up the way to an increase in East-West 
trade. Important trade agreements have 
been concluded between governments for 
this purpose, and there is a constantly 
growing interest in East-West trade on the 
part of the authorities and business organ- 
isations concerned. All this has already 
led to a noteworthy growth in the size of 
East-West trade exchanges, and there can 
be no doubt that objective possibilities exist 
for a further large expansion. 













possible contribution to such a further 
growth in trade. Your Board of Directors 
is conscious of the fact that this will require 
constant and careful attention on its part. 


As we have indicated, the Bank has 
during 1959 and 1960, carried through 
successfully the tasks arising from the rapid 
increase in the scale of its operations. The 
Directors therefore consider that it is now 
well placed to fulfil the role assigned to it, 
and to undertake the growing responsibilities 





It will be the task of our Bank to develop ? laced on it. 


its activities so as to make the greatest The Report and Accounts were adopted, 











Ask for details of the THE 
REVOLUTIONARY NEW POLICY 
to provide at a low cost N A T I 0 N A L 


A large sum of money in the event of your death during the 
responsible years of your life. Mi Uj 7 Uj A L 


A refund greater than the total of the annual premiums paid LIFE 
on reaching the selected age of 60. ASSOCIATION 


UNIT LIFE ASSURANCE PLAN 


OF 
Head Office for Great Britain and Ireland AU STRALASIA 


AUSTRAL HOUSE, BASINGHALL AVE., LONDON, E.C.2 LTD 


Telephone: NATional 0451 

















CHIEF ACCOUNTANT 


MINISTRY OF FINANCE 
(Internal Revenue Division) 
EASTERN NIGERIA 


Applications are invited from suitable candidates to fill a vacancy for a Chief 
Accountant, Ministry of Finance (Internal Revenue Division). 


Qualifications: Candidates should possess full professional Accounting qualification 
and must have had training and experience in Power Samas Mechanised system. 
(2) Experience in taxation and Government accounting system is essential. Age 
limit 22 to 55. 


Duties: Full charge of and complete responsibility for the accounts of the B.I.R., 
which at present relate to Income Tax, Entertainments Tax and Purchase Tax. The 
emphasis will be on mechanised accounting and statistics. 


Salary: £2,376 to £2,532 per annum inclusive of inducement pay. Point of entry 
will depend on experience. Generous allowances and leave, furnished accommodation 
and free passage for successful candidate and his family will be provided. 


Applications stating age, qualifications and experience should be sent to the 
Recruitment Officer, (Eastern Nigeria) Office of the Agent-General for Eastern Nigeria, 
9 Northumberland Avenue, London, W.C.2. 
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BANGKOK BANK LTD. 


Head Office: 3-9 Plapplachai, Bangkok, Thailand. 
| Balance Sheet as at December 31, 1960. 


ASSETS 

Cash in hand and due from Banks... me ma = 227,304,756.88 

Money at call ay ; he a % 16,492,000.00 

Thai Government securities is oa + = 119,994,.725.41 

Foreign Government securities -. “ is = 14,900, 180.12 

Other Thai securities - net -“ P re 4,525,000.00 

Bills receivable Fs - - ‘is a is 194,765,754.87 
‘a Loans and advances me - ee i 692,711,330.04 

Bank’s premises and equipments 7” - - ne 39,860,644.86 
— Other assets .. i pi 41,913,713.74 

Customers’ liabilities on acceptances and 

guarantees as per contra 184,824,772.90 





Baht 1,352,468,105.92 








CAPITAL AND LIABILITIES 


Deposits and other accounts zi me ne .. 1,258,896,544.28 
Share capital fully nes a. es ae = ne 50,000,000.00 
Reserves ea © 4 nF ‘i 40,500,000.00 
Undivided profits - 3 i. ie Fie 3,071,561.64 
Liabilities on acceptances and 

guarantees as per contra 184,824,772.90 





Baht 1,352,468,105.92 





OVERSEAS BRANCHES 
LONDON 
59/67, Gresham Street, E.C.2. 


TOKYO SINGAPORE 
1,2-chome Muromachi, Nihonbashi 64, South Bridge Road 


HONGKONG KUALA LUMPUR 
60, Bonham Strand West 14, Ampang Street 


3 CORRESPONDENTS IN ALL PRINCIPAL CITIES OF THE WORLD 
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TURKIYE 
VAKIFLAR BANKASI 


T.A.O. 
Capital: 50.000.000 TL. 
Head Office: ANKARA 
Established 1954 
ALL BANKING TRANSACTIONS 
CORRESPONDENTS THROUGHOUT THE WORLD 




















Comparative Condensed Statement 
in Turkish Lira 
ASSETS 
3ist December 31st December 
1959 1960 
1. Unpaid Capital 12.047.100.—  11.154.123.38 
2. Cash and at Central Bank ne 16.572.583.54 19.196.093.15 
3. Fund for Statutory signecuenerd 30.577.352.15 29.672.510.43 
4. Cash in Banks . : 1.176.808.30 1.232.226.28 
5. Bills Discounted 31.116.124.93 22.573.195.72 
6. Securities and Bonds .. 7.196.936.60 6.200.426.75 
7. Advances 598.595.27 320.566.62 
8. Debtors’ Current Account 109.333.611.73 86.270.469.81 
9. Loans Against Real Estates .. 15.686.885.17 11.837.456.41 
10. Debtors . : ee 216.335.44 136.919.91 
11. Participations "3 6.297.500.— 7.372.000.— 
12. Premises and Furniture 18.708.988.14 19.484.135.83 
13. Other Assets 5.837.691.79 24.527.564.77 
14. Initial Expenses 479.179.42 308.732.65 
Total 255.845.692.48 240.286.421.71 
LIABILITIES 
3lst December 31st December 
1959 

1. Capital . 50.000.000.— .000. — 
y a Reserves 2.164.309.62 2.941.427.55 
3. Our Liabilities . 19.212.340.56 23.222.635.15 
4. Deposits 176.307.501.59 154.720.455.07 
5. Remittances 239.198.96 265.776.99 
6. Unclaimed Values 111.335.84 113.359.98 
7. Creditors : 1.885.905.17 1.976.477.49 
8. Other Liabilities 744.314.58 1.897.470.66 
9. Profit ; 5.180.786.16 5.148.818.82 
Total 255.845.692.48 240.286.421.71 








Branches in Turkey: 








Adapazari, Anafartalar (Ank.), Ankara, Ayvalik, Beyoglu (Ist.), Beyazit (Ist.), Bursa, Eskisehir, 
Gaziantep, Isparta, Istanbul, Izmir, Kadik6éy (Ist.), Kastamonu, Konya, Kayseri, Manisa, Pangalti 
(Ist.), Sivas, Taksim (Ist.), Tire, Yenisehir (Ank.). 

Agencies in Turkey: 
Bahcelievier (Ank.), Basdurak (Izm.), Cankaya (Izm.), Esrefpasa (Izm.), Feneryolu (Ist.), Ikieyliil 
(Esk.), Karsiyaka (Izm.), Laleli (Ist.), Sehremini (Ist.), Yenimahalle (Ank.). 

Branches Authorised for Foreign Transactions: 
Ankara, Istanbul, Taksim (Ist.), Izmir, Beyoglu (Ist.). 

Code: 

Peterson Int. 3rd Ed. 

Peterson Int. 4th Ed. 

Ank. = In Ankara Ist. 


Telegraphic Address: 
Head Office: VAKIFBANKUM—ANKARA 
Branches: VAKIFBANK 
Izm. = In Izmir In Eskisehir 


= In Istanbul Esk. = 
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Sntra Bank, S.G. 


Head Office: BEIRUT, Lebanon 





BALANCE SHEET AS AT 3list DECEMBER, 1960 


ASSETS 


Cash in Hand and at Banks 


Government Bonds, Stocks, Shares and Iawentensatn (at cost) 
(Uncalled on Shares L.S. 1,132,080.00) * % 


Bills Discounted 
Advances 


Shares in Affiliated Companies (at cost) (S. Frs. 2, 679, 200 and 
L.S. 1,288,920.00 uncalled) 


Bank Premises and other Real Estate (at cost)... 
Payments on Account of Purchase of Real Estate 
Furniture and Fixtures (after Depreciation) 
Other Accounts 


Customers’ Liability under Guarantees and Contmercial 
Credits (per contra) 


TOTAL ASSETS 


LIABILITIES 
Ss Se 

AUTHORIZED CAPITAL: : 

300,000 Shares at L.L. 100.00 each .. 30,000,000.00 
ISSUED AND PAID UP CAPITAL: 

167,719 Shares at L.L. 100.00 each (fully paid) 

132,281 Shares at L.L. 100.00 each (first call 25 per cent pai 

Capital Reserve . as 

Statutory Reserve 

General Profit and Loss Accent 


Total 
Other Reserves and Provisions 
DEPOSITS: 
Time and Fixed Deposits me me 1 16,948,234.18 
Savings Accounts 3 ae A 25,578,866.59 
Current Accounts * a os 104,907,675.59 





Total Deposits 
Other Accounts . 
Guarantees and Cossmaevia! Cradita: on havtens of (es 
tomers ( per contra) 


TOTAL LIABILITIES AND NET WorRTH .. 


SP 
87,904,529.51 


20,400,911.44 
35,387,521.32 
115,828,341.43 


3,403,383.27 
9,146,245.01 
6,383,444.12 
1,357,451.76 
1,204,098.89 


55,811,622.25 





336,827,549.00 











oS ee 


16,771,900.00 
3,307,025.00 
2,822,718.75 
876,573.80 
2,527,640.61 





26,305,858.16 
2,367,649.94 


247,434,776.36 
4,907,642.29 


55,81 1,622.25 








336,827,549.00 

















IMPERIAL CHEMICAL 





INDUSTRIES 





Mr. S. P. Chambers on Taxation Proposals 





HE 34th Annual General Meeting of 
Imperial Chemical Industries Limited 
was held on May 18 in London. 

Mr. S. P. Chambers, C.B., C.I.E., the 
Chairman, presided and, in the course of 
his speech, said: 

I feel that the Press reports of what we 
are doing and propose to do at Rotterdam 
may inadvertently have led to some mis- 
understanding about the timetable of these 
developments. After a most thorough 
examination, we decided that it would be 
a good, long-term policy to establish our- 
selves as substantial manufacturers of 
chemicals within the European Economic 
Community. Holland is well placed both 
for manufacturing facilities, including raw 
materials, and for access to markets. We 
have therefore taken an option on a 
lease from the Port Authorities of Rotter- 
dam with the intention of developing this site 
as opportunity offers in the years to come. 

We have come to the conclusion that 
manufacture on this site is likely to prove 
sound and profitable, whether Britain be- 
comes more closely associated with the 
European Economic Community or not. 

Nearly £40 million of capital expenditure 
was sanctioned during 1960; already in 
1961 we have approved the expenditure of 
a further £45 million. ‘This is some indi- 
cation of the large developments which 
are now in hand, although it will be some 
time before the expenditure on these new 
projects will be completed. 

In the first half of 1960 our sales were 
particularly buoyant. So far sales in 1961 
are about equal in volume to those in the 
corresponding period of 1960, but profit 
margins are likely to be kept down by 
competition both at home and _ overseas. 
Taking everything into account there is no 
evidence which would justify any modifi- 
cation of the statement made by the Direc- 
tors when announcing the new capital issue 
in January of this year that we would hope 
to maintain on the increased capital the 
same total rate of dividend as is proposed 
for the year 1960. 

The new capital issue of one share for 
every £20 of ordinary stock held was a 
most successful operation and the Com- 
pany’s capital and reserves have been 
increased as a consequence by a sum of 


£34 million. 


-anomaly of our taxation system. 
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I cannot let this opportunity pass with- 
out some reference to the taxation proposals 
in the Budget which the Chancellor intro- 
duced last month. The reliefs from surtax 
in respect of earned income have been long 
overdue and the starting point for surtax 
of £2,000 which had remained unchanged 
for 41 years, notwithstanding the fall in the 
value of money, was perhaps the greatest 
The 
Chancellor’s action in raising the effective 
starting point for surtax on earned income 
to £5,000 is bold and imaginative. 

I am less happy about other proposals in 
this Budget. Profits tax, which is payable 
in addition to income tax and is not allowed 
as a deduction in arriving at the profits to 
be charged to income tax, falls entirely 
upon the profits belonging to ordinary 
stockholders and some of us have been 
campaigning for years for the abolition of 
this tax on enterprise. 

Another bad feature of this year’s Budget 
is the tax on fuel oil. This tax, coming 
after Ministerial statements that they would 
let consumers, and particularly industrial 
consumers, have an unfettered choice of 
fuels and would not seek to protect the 
coal industry by taxing oil, has come as a 
surprise and a deep disappointment. Less 
than 10 per cent. of this tax will fall upon 
private consumers and most of the rest will 
fall upon private industry or the cost of 
generating power. 

At a time when British industry is being 
urged to reduce costs, this direct addition 
to costs will be a serious blow to the com- 
petitive power of substantial sections of 
British industry, both in its export trade 
and in the home market, where the com- 
petitive power of British industry against 
foreign imports is just as important as 
exports. Ministerial statements about the 
need for exports and reducing costs sound 
rather insincere when the Government’s 
own deliberate action adds substantially to 
manufacturing costs. 

In spite of these tax changes, I believe 
that the Company’s strength and technical 
developments at the present time are such 
that we can hold our own and make sub- 
stantial further progress both at home and 
overseas in the rest of 1961 and in the years 
to come. 

The report and accounts were adopted. 
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LONDON AND MANCHESTER 





ASSURANCE COMPANY LIMITED 





Record New Business and Record Bonuses 





Premium Income Now Exceeds £8 Millions 





HE 92nd ANNUAL GENERAL 

MEETING of London and Manchester 

Assurance Company Limited was held 
on May 10 in London. 


The RIGHT HON. LORD GRANT- 
CHESTER, O.B.E., M.A., F.C.I.1., the 
Chairman, who presided, said :— 


Record New Business and 
Record Bonuses 


The Directors’ Report and Accounts for 
the year ended December 31, 1960, have 
been in your hands for some time, and I 
presume that, following the usual proce- 
dure, you will allow me to take them 
as read. 


I am pleased to be able to report that, in 
the year under review, we wrote a record 
amount of new business in both life 
branches, and the total figure of new sums 
assured at £17,600,000 exceeded that of 
the previous year by more than £25 
millions. 

The total premium income in the two 
branches advanced by £500,000 and ex- 
ceeded {£8 millions. 


The premium income of our special 
Investment Trust Retirement Annuity busi- 
ness continues to expand and the fund 
now stands at over £14 millions. 

The rate of reversionary bonus allocated 


to Ordinary Branch with profits policies is 
{2 10s. Od. per cent., the highest in the 


history of the Company, and the bonuses 
granted to Industrial Branch policyholders 
are also the best we have ever declared. 
For the first time the cost of the normal 
annual bonuses granted to Ordinary and 
Industrial Branch policyholders exceeds 
{2 millions. 
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Investments 


Investments increased during the year 
by over £6 millions. This included an 
increase of £1,340,000 in mortgages on 
property, and £470,000 in mortgages on 
shares. This latter reflects the growth of 
the Company’s unique Endowment Share 
Purchase Plan which we are glad to see 
is being well supported. Fixed interest 
securities increased by rather more than 
£4 millions, including an increase of {1 
million in first-class debentures and prefer- 
ence shares. 

The selection of investments has con- 
tinued to be based upon the merits and 
suitability of each individual security. The 
market value of stock exchange securities 
at December 31, 1960, considerably ex- 
ceeded their book value, though to a less 
marked extent than last year. 


The gross rate of interest earned on the 
funds again shows a reasonable increase 
and reviewing our investment portfolio I 
think we may confidently expect that the 
rate earned will increase considerably in 
the next few years. 


Dividend 


When the capitalization was approved at 
our last annual meeting, the Directors fore- 
cast an amount available for dividend this 
year at least equal to last year’s transfer to 
Profit and Loss Account, plus interest 
earned on the increased capital. The 
amount we have been able to transfer this 
year exceeds this forecast and enables us to 
recommend a distribution for the year of 
2s. 8.25d. per share, free of tax, which 
compares with the equivalent of 2s. 4.5d. 
per share paid last year. 


The report and accounts were adopted. 











A Flight Network Covering 5 Continents 


The LUFTHANSA flight schedule offers you convenient connections to 
all parts of the world. You fly to North America, South America, Near, 
Middle and Far East with the time-saving LUFTHANSA - Boeing. Take 
advantage of this saving in time, book with LUFTHANSA through your 
IATA Travel Agent or with your regional LUFTHANSA office. 


eq LUFTHANSA 


The finest service on board 
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VLC Site 


BANKERS 


offer a complete banking service for 
any business in Western Germany 


26 Eallindamu: Hamburg, / 


Cables: BANKSUELTZ Telex: 02-11904 
02-12218 
Telephone: 32 23 86 Code: Peterson’s 4th Ed. 














HANG SENG BANK LIMITED 


161-167 QUEEN’S ROAD CENTRAL . HONGKONG 


Kowloon Branch: Alhambra Building, Nathan Road, Kowloon, Hongkong 
Mongkok Branch: 727 Nathan Road, Kowloon, Hongkong 


Over a Quarter of a Century of Banking Service 
in Hongkong and the Far East 











Chairman of the Board: 8S. H. HO Established in 1933 
General Manager: HO TIM 
Manager: Q. W. LEE Telegraphic Address: ‘* HASEBA”’ 
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1861 [sy 4j 1961 
oy A CENTURY OF BANKING SERVICE 


The experience and knowledge gained during and up-to-date banking and information 
100 years of close association with every service. 

phase of commercial life in New Zealand Enquiries are welcomed by our London Office 
enable us to place at the disposal of all who and by the Trade and Information Section of 
are interested in the Dominion a first-class the Overseas Department at Head Office. 


BANK OF NEW ZEALAND 


(Incorporated with limited liability in New Zealand in 1861) 


London Main Office: 1 Queen Victoria St., E.C.4 A. R. Frethey, Manager A.E. Abel, Assistant Manager 
Piccadilly Circus Office: 54 Regent St., W1 Head Office: Wellington, New Zealand 
Over 380 Branches and Agencies 
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Banker ina ‘‘snar]”’ 


Though a Banker might be forgiven for failing 
to sort out a “‘snarl” at the masthead, another 
tricky nautical problem may well confront him 
at some time or other. How is he to advise on 
a bequest for seamen’s welfare ? Which of the 
many excellent societies is he to select for his 
client ? Happily, he can sort this one out quite 
easily with a neat compromise. 





King George’s Fund for Sailors is the one 
central fund for all sea services. More than 
120 welfare and benevolent organisations derive 
their funds wholly or partly from it. Please 
advise your clients accordingly, and if desired, 
legacies can be nominated for a specific purpose. 


King George’s Fund for Sailors 


1 Chesham Street, London, S.W.1. SLOane 0331 (5 lines). 
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fe rey =| OTTOMAN 
= F ate. = ———— in 
= “e = Turkey with 
= SG; = B A N K Limited Liability) 
= = || PAID-UP CAPITAL-£5,000,000 
= Cranleigh Grou p = Branches throughout 

= = TURKEY, CYPRUS, IRAQ, 
= LIMITED = 

= ‘ ., = JORDAN, SUDAN 

= Cranleigh House, = es 

5 = Doha (Qatar) 

= 109, Princess St., Manchester, 1. = Sati he 

= Telephone: CENtral 9661 (10 lines) = 

= Telex: 66-280 = KENYA 

= ; so TANGANYIKA 

= = UGANDA 

= London office at = 

PI pin A : SOUTHERN RHODESIA 

= 3,ST.MICHAEL’S ALLEY,E.C.3. = 

= = LONDON 18/22, Abchurch Lane, E.C.4 
= Insurance Hire Purchase = PARIS 7, Rue Meyerbeer 
= = CASABLANCA GENEVA MARSEILLES 
SAUMNDUOUAOUAUUQUOGUOUSOUNUEOUEOUEUNOUEOUONOOOOOUOUOOUOUSOUOOUOQNOU0O00N000000000000= 
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NEW YORK 
Principal Offices 
140 Broadway, 23 Wall Street 





Morgan Guaranty Trust Company 


oF RNiwr .* On & 


INTERNATIONAL BANKING 


London Offices 


33 LOMBARD STREET, E.C.3 
31 BERKELEY SQUARE, W.1 


Incorporated with limited liability in the State of New York, U.S.A. 














g 
SUBEL for Head Office 


BANQUE SUD BELGE 58.A. 


HEAD OFFICE; 
20, BOULEVARD DE L’YSER. CHARLEROI 


BRANCHES: 

CHAUSSEE DE BRUXELLES, 134, JUMET 
ROUTE DE METTET, 2A, FLORENNES 
CHAUSSEE DE LODELINSART, 56, GILLY 
AVENUE E. MASCAUX, 28, MARCINELLE 
ROUTE DE MONS, 32, MARCHIENNES 


BELGIUM 


Telex : Codes : 
16 Subel Char Peterson Signal P4, 3rd Edition and Bentley 
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1873 


EUROPEAN OFFICES 
PARIS: 14 Place Vendéme 
BRUSSELS: 27 Avenue des Arts 
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THE DAI-ICHI BANK.LITD. 


Vel 





Head Office: TOKYO JAPAN 
New York Agency: NEW YORK 
Overseas Representative Office: CHICAGO, LONDON 
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BANCO INTERNACIONAL DEL PERU 


FOUNDED IN 1897 


20 36 BRANCHES 
AGENCIES THROUGHOUT 
IN LIMA THE COUNTRY 


COMPLETE MODERN 
BANKING SERVICE 


CAPITAL & RESERVES 
S/.98,20 1,494.97 





HEAD OFFICE: LIMA - PERU 











World-wide Banking Services 


rt SUMITOMO BANK, 


(Incorporated in Japan ) 
| HEAD OFFICE: OSAKA, JAPAN 


pate 139 branches in key cities 
7 ea Tt: throughout Japan 
© eee 
— : \niereeapemeneaans ee LONDON BRANCH: 
110) chit 5 vganeuntpecterttt] M 1 OHTA 
"al Gittins phy ef seeeeet geeecet anager, [. 
} yyssviy pp oueate "Lge BUCKLERSBURY HOUSE, 
UN seen eay | 3 QUEEN VICTORIA STREET, 
fap 10H: LONDON, E.C.4 


























OVERSEAS OFFICES: 
NEW YORK AGENCY 
KARACHI REPRESENTATIVE 





OFFICE 
Affiliated Banks: 
THE SUMITOMO BANK OF CALIFORNIA BANCO SUMITOMO BRASILEIRO S.A. 
Head Office: SAN FRANCISCO, Branches: LOS ANGELES SAO PAULO 
SACRAMENTO 
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Established 1907 Tel. Commerzbank 


94 BRANCHES THROUGHOUT GREECE 
2 BRANCHES IN EGYPT 


Special Tourist Branch: SYNTAGMA 2-4 Venizelos Avenue, 
Opposite the Hotel ‘“‘Grande Bretagne,’’ Athens. Open all day 
including Sundays and Holidays. 


Main Shareholder of the following banks: 
IONIAN & POPULAR BANK OF GREECE with 49 branches in Greece 


COMMERCIAL BANK of the NEAR EAST LTD. LONDON 
LONDON, E.C.3 : BANKSIDE HOUSE, 107 LEADENHALL STREET 


COMMERCIAL 


Chairman and General Manager: 


PROF. STRATIS G. ANDREADIS 


BANK 
of GREECE 



































‘I do like to be 
beside the sea” 


Can you imagine how it would feel to be 
an old age pensioner, living by yourself, 
struggiing to maintain your indepen- 
dence? Old age can be very frightening 
and lonely. The Shaftesbury Society 
knows this and tries to help. There is, for 
instance, our Berkeley Holiday Home at 
Broadstairs. Here pensioners, both 
men and women, may have a forinight’s 
seaside holiday at a nominal price. 
There’s companionship, a cheerful staff, 
a happy atmosphere. there’s atl the fun 
of being beside the seaside. Many 
pensioners make .asting friendships, ai] 
go home rested’ strengthened; and 
refreshed. But this holiday scheme largely 
depends upon subscriptions and dona- 
tions. Please will yuu help — every penny 
makes a difference. 


THE 


Shaftesbury 
SOCIETY 


112} REGENCY STREET, LONDON, S.W.1 
Reg. under the Nat. Assist. Act 1948 









BANCO BORGES 
& IRMAO S.A.R.L. 


Established 1884 
OPORTO LISBON 











Capital and Reserves Esc. 150.000.000.00 





Branches and Correspondents 
in all 
principal cities of the country 


Correspondent in Rio de Janeiro: 
BANCO BORGES 











ALL BANKING TRANSACTIONS 
THROUGHOUT THE WORLD 











Telegrams : BORGIRMAO 

















BANCO DE VENEZUELA 


SOCIEDAD ANONIMA 


La Institucion Bancaria mas Antigua del Pais 
CAPITAL: Bs. 105.000.000.00 RESERVAS: Bs. 74.440.000.00 
Direccion Cablegrafica: ““BANCOVENEZ” 


Oficinas en CARACAS 





Sucursal Bello Monte Agencia Catia 
Sabana Grande Avenida Sucre 
Sucursal El Silencio Agencia Quinta Crespo 
Boulevard Penichez Quinta Crespo 
Sucursal Catia Agencia Prado de Maria 
Avenida Espana Prado de Maria 
Sucursal La Carlota Agencia Santa Teresa 
Urb. La Carlota Palma a Miracielos 


Agencia San Martin 
Avenida San Martin 


SUCURSALES EN EL INTERIOR 
Barcelona — Barquisimeto — Ciudad Bolivar — Maracaibo — Maracay 
— Puerto Cabello — Puerto La Cruz — San Cristobal — Valencia 
AGENCIAS EN EL INTERIOR 
Acarigua, Altagracia de Orituco, Anaco, Aragua de Barcelona, Barinas, Cabimas, 
Calabozo, Caripito, Cdrupano, Coro, Cumana, El Callao, El Tigre, El Tocuyo, Guacara, 
Guanare, Guiria, Judibana, La Guaira, La Victoria, Los Teques, Maiquetia, Maturin, 
Merida, Ocumare del Tuy. Porlamar, Puerto Ayacucho, Puerto Paez, Punto Fijo, Quiri- 
quire, Rio Chico, Rubio, San Antonio del Tachira, San Carlos, San Felipe, San Felix, 
San Fernando de Apure, San Juan de Los Morros, Santa Barbara del Zulia, Trujillo, 
Tucupita, Valera, Valle de La Pascua 
Ofrecemos a nuestros clientes el mejor y mas eficiente servicio de Cobranzas, para lo cual 
contamos con una extensa red de Sucursales y Agencias, que cubre todo el Territorio Nacional 











LEE WAH BANK, LTD. 


(INCORPORATED IN SINGAPORE IN 1920) 





HEAD OFFICE: SINGAPORE 
BRANCHES : FEDERATION OF MALAYA 
AGENTS : WORLD WIDE 











THE MAURITIUS COMMERCIAL BANK LTD 


HEAD OFFICE: PORT LOUIS 
BRANCHES: CUREPIPE ROSEHILL MAHEBOURG } MAURITIUS 
QUATRE-BORNES FLACQ and TRIOLET 


Established 1838 
Telegraphic Address ‘‘EGO”’ 


Capital .... Rs. 5,000,000 Reserves... . Rs. 6,270,000 
London Agents : 
LLOYDS BANK, LIMITED 


Overseas Department: 6 EASTCHEAP, E.C.3 
Also Agents in all parts of the World 


Complete Banking Facilities 
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7 Is A COMPLETE LISRARY ON 
| BANKS, BROKERS. LIFE INSURANCE COMPANTES 


and other financiol services. 
Order your DIRECTORY today. You may need it tomorrow. 


Five-Year Contract: $25.00 a copy Single Issue: $37.50 a copy 


R. “UO seahe & CO. 
ablisherr. 


Nashville 3, Tennessee 
































The Banker 


is obtainable from booksellers or newsagents, or from 
The Circulation Manager, Bracken House, 10 Cannon Street, 
London, E.C.4, for 42/- per year, including postage. 
Trial subscription 21/- for six months, including postage. 
Special rate for students 24/- per year, including postage. 


For the convenience of overseas readers 
subscriptions can be paid in local currency to 
any of the following addresses: 


U.S.A. British Publications Inc., 30 East 60th Street, New York 22. 

Canada. Wm. Dawson & Sons Ltd., 587 Mount Pleasant Road, Toronto 12. 
France. THE BANKER, 36 rue du Sentier, Paris 2 (e). 

Germany. THE BANKER, Drachenfels-strasse 1, Bonn. 

Belgium. W. H. Smith & Son Ltd., 71/75 Boulevard Adolphe Max, Brussels. 
Switzerland. Azed A. G., Dornacher-strasse 62, Basle. 

Italy. Messaggerie Italiane S.p.A., 52 Via P. Lomazzo, Milan. 

Greece. International Book and News Agency, 17 Amerikis Str., Athens. 
Brazil. R. B. Turnbull Ltda., Rua Aurora, 960—salas 2 e 3, Sao Paulo. 


Or from Newsagents in all countries. 


If any difficulty is experienced please notify The Circulation Manager, Bracken House, 
10 Cannon Street, London, E.C.4 














The Banker inna Sekine 





To: The Circulation Manager, 
The Banker, Bracken House, 10 Cannon Street, London, E.C.4 


I/We enclose herewith remittance for £ for which please 


forward, by post, a copy of The Banker each month for a period of one year 


commencing with the current issue. 





SUBSCRIPTION RATES 
12 months c2:2:9 
U.S.A. and Canada $6.00 


(including postage) 
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Established 1835 


The 


NATIONAL BANK 


LIMITED 


With Branches in England, Wales and 
throughout Ireland, The National Bank 
is the only Bank to operate extensively 
on both sides of the Irish Sea. 
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AUTHORISED CAPITAL £7,500,000 
ISSUED CAPITAL — - £1,500,000 
RESERVE FUND : £1,500,000 
DEPOSITS (31.12.60) - £105,365,157 


LONDON (Heap orrice) 13-17 Old Broad Street, E.C.2 
DUBLIN (caer orrice) 34 a 35 College Green 
BELFAST (caer orrice) 62-68 High Street 


Agents and Correspondents all over the world 


T HIN MMT 

























PORTRAIT OF A THINKING MAN 


Thinking how wise he’s been 
to put his savings with 

a good Building Society 
Many a man who Sees how stocks and shares 


Building Society. This is one invest- 
ment that gives a good yield with 


absolute security. Interest is 34% Z aK ae a 
tax paid, equal to £5.14.3d7, < ge Sarr -3 
at the standard rate of tax. Gon Ete 
Deposits in the Society are Trustee \ NES. 









BURNLEY BEILBING < 


Head Office: Burnley. London Office: 129 Kingsway, W.C.2 
MEMBER OF THE BUILDING SOCIETIES ASSOCIATION 

















THE q 
UNITED COMMERCIAL BANK 
LIMITED | : 
(Incorporated in India. Liability of Members is limited) 
Head Office: 
Z INDIA EXCHANGE PLACE, CALCUTTA 
London Office: 
12 NICHOLAS LANE, E.C.4 
G. D. eins. Chairman 


AUTHORISED CAPITAL........... .-» Rs. 80,000,000 
SUBSCRIBED CAPITAL .............. Rs. 40,000,000 


_ With —— at “aie leading — of Industry and ype in India, Pokistan, = 
“rade surma, Singapore an ong Kong, we are w uipped to serve age 
Commercial Institutions and individuals carrying on ie he with pi East or” 


: intending to open connections there. 
i % S. T. SADASIVAN, General Manager 
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PRINTCD IN GREAT BRITAIN BY F. J. SAS ONS LTD., LENNOX HOUSE, NORFOLK STREET, LONDON, W.C.2, AND ® STIN ; 
AND PUBLISHED MONTHLY BY THE BANKER LIMITED, BRACKEN HOUSE, 10 CANNON STREET, LONDON, E.C.4 
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